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The War Economy 


Ir the year 1938 brought disappointment to those who 
measure economic progress in terms of a rising standard 
of living, who wish to see human ingenuity applied to the 
improvement of the lot of the poor, the past year has finally 
shattered their hopes that reason might yet prevail among 
Germany’s rulers. In March they flagrantly violated the 
terms of the truce freely negotiated at Munich; on Sep- 
tember Ist they finally broke it by invading Poland. 
France and England, who had jointly guaranteed Poland’s 
independence, took up arms in order to restore the rule 
of law. 

The outbreak of war has temporarily altered the 
economic aims of those engaged in it. The problem is no 
longer how to increase production and the standard of 
living, but how much of the national resources can be 
utilised for military purposes without depressing the 
standard of living below the subsistence level. 

The war has also profoundly affected the countries not 
directly involved in it, and in most of them the major 
object of policy has become the avoidance of being 
drawn into the conflict, even if this brings economic 
disadvantages. 

These tendencies are reflected in the survey of 
economic developments at home and abroad to which 
this volume of the Commercial History is devoted. The 
tecession which began in most countries in the autumn 
of 1937 had run its course at the end of 1938; and by the 
middle of 1939 the course of business activity was gener- 
ally upwards. But, except in the United States, the major 
factor in the recovery was the growth in military expen- 
diture. In Great Britain, the level of business activity last 
summer was probably higher than ever before; in France 
industrial production was making rapid headway; in Ger- 
many (as the article on page 13 shows) every nerve was 


strained to extract the last ounce from her resources in 
an effort to raise striking power to the maximum. In the 
United States, the recovery last spring was also due, in no 
small measure, to increased public expenditure, though 
this was devoted, in the main, to non-military purposes. 
The great primary producing countries naturally benefited 
from the increase in the demand for their products, which 
arrested the downward trend in prices. 

Initially, the change-over from a peace to a war economy 
caused dislocation and a fall in production in the bel- 
ligerent countries. Even in Germany, whose economy was 
already virtually on a war basis last summer, the war has 
brought an appreciable fall in activity, due to the disloca- 
tion of raw material supplies and the withdrawal of labour 
from industry. Great efforts were made by the belligerent 
countries in organising their industries and resources for 
war purposes. Germany has concentrated on securing new 
sources of raw material supplies to replace those cut off by 
the Allied blockade, while France and Britain have made 
considerable progress in mobilising the enormous economic 
resources at their disposal. 

In the United States recovery was already in full swing 
last summer; it reached its peak in December, when the 
volume of production was probably at a record level, but 
has since given way to a moderate recession. It is doubtful, 
however, whether the expectation of big Allied war orders 
and the subsequent disappointment has materially altered 
the trend of business across the Atlantic. 


What the year 1940 has in store for the world nobody 
can tell. But of the determination of the Allies to restore 
law and order in Europe, backed by the sympathy of the 
great majority of neutral countries, there can be no doubt, 
even if this means the temporary sacrifice of many of the 
fruits of economic progress. 
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United Kingdom 


INDUSTRY AND TRADE 


AT the end of 1938 the recession, which began in the 
autumn of 1937, had run its course, and at the beginning 
oi 1439 the trend of business activity again turned up- 
wards. A number of factors contributed to the improvement. 
First, the proportion of Britain’s resources in men and 
machinery devoted to defence work was steadily increas- 
ing. Secondly, the exhaustion of the surplus stocks of goods 
accumulated by industry during the boom of 1937 neces- 
Sitated an increase in production to meet current demand. 
Thirdly, the fall in the prices of imported materials and 
foodstuffs, which had not been accompanied by reductions 
in wages, gave rise to an expansion in the demand for 
consumption goods. 

The recovery is partly reflected in The Economist index 
of Business Activity which, after declining from 1133 
(1935=100) in September, 1937, to 101 in December, 
1938, rose to 1124 in June, 1939. But as the index, which 
was designed to measure changes in business activity 
during peacetime, does not give sufficient weight to defence 
work, it probably understated the extent of the recovery 
during the first seven months of the past year. The volume 
of employment last summer was actually higher than at 
the peak of the boom in 1937, which suggests that busi- 
ness activity was then at a higher level than ever before. 
The following table shows the level of activity in the first 
seven months of 1939, compared with 1938 and 1937 :— 


PRODUCTION AND BUSINESS 


1937 1938 


Indice 


s of production— 
London and Cambridge Economic Servi 











(1924 = 100) : ainekaneNse 24-0 | 109-5 | 115-58 117°3 
Board of Trade (1930 = 100) ....... 132-8 | 124-3 | 126-98 132-4 
Output of | 
Coal (Mn. tons) . = s 241 | 228 134 136 
Pig iron (Mn. tons) ......... 7 | 8-5 6:7 | 4°5 | 4-4 
Steel (Mn. tons) ........ 12:9] 10-4] 66] 7-6 
Ravon yarn and waste (Mn. Ib.) ... | 154-8 | 140-3 | 84-7 | 100-3 
Electricity by Authorised Undertakings 
(Mn. kw. hrs.) . cantata ineiat = ‘ 22,902 | 24,376 | 13,609 15,488 
Shipbuilding : tonnage commenced (’000 tons) | 1,057 | 505 333§ 473 
Private motor cars (number)f _....... ; 389,633 |342,390 | 275,357) 298,6 
Index of wage rates (Ministry of Labour) | | 
(1924 = 100) .. | 1013 106} 106 106} 
The Economist Indices of Business Activity } 
(1935 = 100)— 
Employment, all trades — ...............0ssse000+ 111-0} 110 | 110 113 
Coa] consumption ..... | 109-5 | 103-5 | 104-5) 108 
Electricity consumption | 126-5 | 131-5 126-5 141-5 
Merchandise on railways .. ; ane 113 95-5} 101 100-5 
Commercial motors in us : _ ‘ lil 114-5 | 113-5 116 
EE EEIIIED:  Snisvcssnvensdsecsnss | 106-5 | 110 108-5 | 110 
Building activity.............. ead | 98-5 90 92 79°5 
Tron and steel consumption } 142 | 212 125-5 137-5 
Cotton consumption ..... sieniivbiel 116 89 | 91-5] 102 
Imports of raw material . celia |} 121 | 107 ae. 643 
Exports of manufactures | 112 98 | 98°5 104 
Movement of shipping ... 109 105 105 107 
Provincial bank clearings 105 100 101 101-5 
London bank clearings ... 101-5 | 95 93 | 83 
Complete Index ............ 112 | 104-5 105-5} 109 
| | 
t Nine months from October Ist of previous year § Six months 


t Year ended September 30th. 


The outbreak of war precipitated a reduction in employ- 
ment and business activity of at least five per cent., for 
the speeding-up of military preparations was insufficient 
to offset the severe curtailment of new capital investment 
for civil purposes, the reduction in public expenditure on 
consumption goods and services, and the fall in the vol- 
ume of exports. The confusion caused by evacuation and 
by the black-out temporarily added to the difficulties. 
Although the publication of production statistics was 
suspended in September, it would seem that considerable 
progress was made during the first four months of the 
war in bringing about an expansion in the output of mili- 
tary equipment. The production of basic materials was 
maintained or increased; controls were set up by the 
Ministry of Supply to direct the flow of materials to 
essential industries; employment in the engineering and 


munition industries increased. Exports also showed some 
improvement towards the end of the year and the textile 
trades enjoyed a remarkable boom. Nevertheless, by the 
end of the year the defence sector of industry had still 
absorbed only part of the resources freed early in the 
war. On December 11th the number of persons oy 
of work in Great Britain was actually 130,000 higher 
than on August 15th, in spite of the fact that the number 
of men called to the Colours substantially exceeded the 
number of new recruits to industry. In short, the transj- 
tion from a peace to a war economy was still far from 
complete at the end of the year. 


Agriculture 


DuRING the earlier months of 1939 the Government con- 
tinued its policy of extending the system of guaranteed 
agricultural prices and of giving financial inducements to 
increase the fertility of the land. The Agricultural Develop- 
ment Act provided for a minimum annual price of 10d. per 
lb. for fat sheep, in relation to a total sheep population not 
exceeding 27 millions. A price insurance scheme was also 
proposed for feeding barley, and it was hoped to obtain 
the co-operation of brewers for a levy-subsidy to support 
the price of malting barley. At the same time the oats sub- 
sidy was more than doubled. The year also saw the intro- 
duction of a {2 per acre grant towards the cost of plough- 
ing up old and worn-out pastures, a measure which not 
only survived but was reinforced after the outbreak of war, 
when the Minister of Agriculture appealed for a further 
two million acres under the plough. In spite of the excep- 
tionally wet autumn, the response to the Minister’s appeal 
was generally satisfactory; the Government’s reserve of 
tractors was placed at the disposal of the County Agri- 
cultural War Committees, to which the Ministry delegated 
many of its powers over cultivation and cropping. 

War legislation has fundamentally affected the structure 
of marketing set up by farmers under the various Agri- 
cultural Marketing Acts. The functions of the Potato 
Marketing Board were taken over by the Ministry of Food 
and the levy on excess acreage abolished; the Pig and 
Bacon Marketing Boards were also deprived of most of 
their work, which was transferred to various depart- 
ments of the Ministry. The Wheat Commission remains in 
being, though the domestic price of wheat is now controlled 
by the Ministry of Food, together with that of feeding 
stuffs, oats, potatoes, butter and eggs. After a period of 
difficult marketing under prices fixed at pre-war levels, the 
markets for fat stock were decontrolled on December Ist; 
on January 15th the Ministry of Food became the sole 
buyer of all fat stock at fixed prices, which, if lower than 
those obtained during the brief period of decontrol, were 
considerably higher than those in force during the autumn. 

At the end of the year the main outlines of an agricul- 
tural war economy were in existence; controlled prices for 
feeding stuffs and the major farm products, controlled 
marketing of livestock, the drive towards an increased 
arable acreage, the rationing of certain foods. The main 
problems were the severe shortage of feeding stuffs, affect- 
ing particularly the specialist pig and poultry feeders, and 
the rising level of agricultural wages, very marked after the 
outbreak of war. 


Overseas Trade 


BETWEEN January and July, 1939, The Economist's index 
of business activity rose from 1044 (base 1935) to 111}, 
which latter figure represented a slight fall from the peak 
of 1123 registered in June. Such a time of improving 
industrial activity is usually associated with a noticeable 
expansion in raw material imports coupled with a slower 
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increase in the volume of British exports. In fact, The 
Econuvmist’s index of raw material imports (on the same 
base) rose from 98 to 130} between January and June, and 
that for the volume of exported British manufactures rose 
from 102 in january to 107 in May and June, falling to 
101 in July. The value of raw material imports, given in 
the first table, was actually smaller in the pre-war months 
of 1939 than in the corresponding period of 1938, owing 


BRITISH OVERSEAS TRADE BY CLASSES 


(£'000,000) 











Jan.-Aug | Jan.-Aug 
ISS a 
| 1938 1989 1938 | 1949 
| te- | —— te | Ke 
Re British Re British| | Britis British 
tained z tained Es tained | Ex tained | Ex 
Im- Im on : Im- | 
. ports ports i : ports ports 
ports ports | ports ports | 
Food, drink and tobacco | 417°8 35-9 | 388-6 35°7 | 273-7 22:3) 258°5| 24-0 
Raw materials and ar 
ticles Mainly unmanu | } 
factured |217°6] 56-9] 217-0 54°4/)156°3) 36°9/ 145-3 38:1 
Articles wholly or } | 
mainly manufactured | 215-5] 365-2} 228-0 | 337-5 | 145-4) 240-4] 161-1} 243-5 


| | | 
to the low prices of such articles as iron ore and cotton. 
There was also a marked fall in the value of imported food, 
due again to the very low prices of such staple foods as 
cereals and dairy produce. Imports of manufactures were 
increased by an extensive trade in machinery, chemicals 
and textile goods. The early months of 1939 also brought 
a marked recovery in British exports of textiles and coal, 
which more than compensated in value for a fall in the 
exports of machinery: — 


British EXports 


| f Jan.-Aug 
Item and Measure 1939 | 1938 
1938 | 1939 
Coal, Iron and Steel Products | | | 
Coal "000 tons | 60,267 | 35,861 } 23,411 | 25,220 
Iron anc steel serap .... ‘000 tons 424 186 66 106 
Pig iron and ferro-alloys ‘000 tons 545 ol 18 61 
Railway materials panna ‘000 tons | 610 158 108 | 70 
Total iron & steel manufactrs. "000 tons | 4,380 1,918 1,280 1,211 
Textile machinery "000 tons 127 71 | 51 36 
Total machinery ‘ ‘000 tons | 562 460 312 279 
Locom tives and parts tons | 40,316 24,145 | 14,937 14,634 
Motor vehicles and chassis .. No. | 26,527 89,668 63,857 66,272 
Textile Good 
Cotton yarns ~ ‘000 Ib 166,638 | 122,933 | 79,211 | 85,908 
Cotton piece-goods.... wiill }. yd 3,672 1,386 926 957 
Wool tops 000 Ib 32,737 | 32. 458 | 19,643 28,123 
Woollen and worsted yarns "OOO Ib 46,696 | 27,793 | 17,430 19,966 
Woollen tissues mill. sq. yds 108 | 59 | 40 | 43 
Worsted tissues . mill. sq. yds 47 32 CI 23 23 
Linen piece-goods .. mill. sq. yds. | 72 «| 52 | 34 | 47 
Leather boots and shoes "000 doz. pairs | 1,006 375 250 216 
Paper and cardboard .."000 cwts 5,047 3,529 2,283 | 2,373 


In spite, therefore, of the greater volume of imports, 
the value of the British import surplus fell slightly in the 
pre-war months of 1939, a trend which, in the absence of 
war, might have continued as long as commodity prices 
remained low. But from the middle of August the whole 
trend of overseas trade was entirely changed : — 


BRITISH OVERSEAS TRADE 
(£000,000) 





. . British | Re | Total | Import 
oe | Imports Exports | exports | xports | S irplus 

! | 
1929 1,220°8 | 729-3 109-7 | 839-0 | 381-8 
1931 861-3 390-6 63-9 454°5 | 404-8 
1932 701-7 | 365-0 | 51-0 416-0 285-7 
1933 675-0 367-9 | 49-1 | 417-0 | 258-0 
1934, | 731-4 395:9 | 51-2 | 447-1 | 284-3 
1935 } 756-0 425°8 | 55:3 | 481:1 | 275-9 
= ie ; | 847-8 440-6 | 60°38 501-4 | 346-4 
1937. +» | 2,027°8 | 521-4 75:1 | 596°5 430°3 
1938 919-5 | 470°8 | 61-5 532:3 | 387-2 
1939 885:9 | 438-8 45-9 484:7 | 401-2 

Per cent. change, 1938— | | | 

39 |[— §-7 6:8 | — 25-4 _ 0-04 } 3°6 

Jan.—Aug | | 
1933 | 616-5 306-9 42:4 | 349-3 | 267-2 
1939, | 606-0 313-6 36-3 349°9 | 256-1 
Per vent ( ing | 1*7 ; 4 2:2 — 14°3 0-2 | - 4:1 

sept Der | | | 
1938... | 303-0 | 163-9 | 19°] 183-0 | 120-0 
1939 .| 279-9 | 125-2 9:6 134-8 145-1 
Per cent. change ... 76 | — 23-6 49-7 26-3 + 20-9 


The rapid rise in commodity prices in non-belligerent 
Markets was outweighed in the total of British imports by 
the greater fall in quantity, while the volume of British 
exports was even more affected. But most of the fall 
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recorded in overseas trade between September and 
December occurred in the first two months, when delays 
in shipping, and the institution of controls had their 
maximum effect; in December the value of exports was 
3 per cent. and that of imports 16.8 per cent. higher than 
in December, 1938. The steps which have been taken to 
control and direct British overseas trade in war are given 
briefly in the article on Defence Measures on page 12 of 
this review. 


Industrial Profits 

LAST year there was a decline of 8.1 per cent. in the 
total industrial profits reported by 2,342 public com- 
panies, from {291.4 millions to {267.5 millions. In conse- 
quence the chain index of profits calculated on the basis 
1928=100 fell from 120.7 for 1938 to 110.8 last year, 
the lowest level since 1936. Detailed figures are given in 
the first table below: — 


CoMPANY ReporTS PUBLISHED IN CALENDAR YEARS 1929-39 








Total Profits® 

















Reports ee sindiniaaaieiaiaiiesagianiinilaganitineiaas “ Chain "’ 
Published in | Cuiaeaiiia , } Index 
Calendar Year | oe Current Year’s| >@™e Com- | (1928 = 100) 
Reports panies, Pre- 
ceding Year 
‘i | — | 
£ Mn. | £ Ma. 
 Saans 1,770 194-7 194 6 100-0 
1930 1,932 197-5 198-8 99-4 
I9Sl 2,009 160-1 206-6 77-1 
cise takin 1,998 143-3 175-0 63-1 
a a tvsuiaiiniileninenehnnin 1,945 141-4 140-8 63-4 
See 1,975 168 8 144:°8 73-9 
De ahaddeuidadeene 2,116 23-2 175-3 85-7 
I sdunedsuivecnnseus 2,186 239 1 212-2 96-5 
1937 2,279 281-4 240°3 113-2 
BD cccecnccasens 2,389 302-7 284-4 120°7 
 iaicasnenmeniatiinn 2,342 267-5 291-4 110-8 





* After debenture interest. 


As the tempo of industrial activity showed a marked rise 
in the early months of 1939 it was anticipated that by 
the last quarter of the year industrial profits would show 
some recovery, but these hopes were frustrated by the 
outbreak of war. Hence it is desirable to distinguish 
between the profits experience of the first three-quarters 
of the year and the final quarter. The falling trend in 
profits which first began in the third quarter of 1938 
continued at an accelerated rate during the first quarter 
of 1939, when profits were 9 per cent. lower, and there 
was no definite hint of recovery in the second quarter, 
when the fall amounted to 8.2 per cent. The fall in the 
fourth quarter of the year is due to two different factors, 
quite distinct from any normal cyclical movement. The 
burden of increased taxation (including the retrospective 
increase introduced by the war budget) severely reduced 
net profits reported in that quarter, and war caused many 
companies to make extra provisions to reserves, both dis- 
closed and undisclosed. Hence the movement of net profits 
shown in the following table of quarterly changes conceals 
an improving tendency in many cases, in total or trading 
profits during the last quarter of the year: — 


QUARTERLY CHANGES IN PRoFiItTs,* 1929-39 
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Ist Quarter 2nd Quarter | 3rd Quarter 4th Quarter 


























| Profits : :| | asain he Profits : | Profits: 
: Change Change Change | ,; | Change 
— on prev. _— on prev. | = kan on prev. | ee on prev. 

‘ year | ° % ar i year , year 

% | | % % 
1929 454 | + 1-5| 639 | — O- 2 257 | — 3-0] 420 | + 1-4 
1930 516 | + 1-9 578 + 8-6 329 — 6-4 509 —18-1 
1931 596 | —10-6| 619 | —19-4| 320 | —35-5] 474 | —53-9 
1932 548 —14°3 | 675 —21°8 303 — 28-6 472 — 2-9 
1933 562 | — 8-9] 612 | + ot 307 | — 5:5 | 464 | +30-3 
1934 547 + 53} 642 +18-2 318 +27-7 468 +32°9 
1935 592 | +146 | 694 +17°8 345 +12°2 485 +16°9 
1936 569 +13°3 739 +10°6 | 382 +14°3 | 496 +15-2 
1937 628 +11-°9 |} 765 | +19-9 337 | +19°2 549 +20-2 
1938... | 646 | +10°5| 805 | +12 3 | 374 | — 1-4 | 564 | — 4-4 
1939 ... | 656 — 9-0 793 — 82) 345 = 7-9 548 — 7:1 





* After debenture interest. 


An illustration of the consequences for ordinary share- 
holders is provided by the following table, which shows 
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the division of profits by companies reporting in the fourth 
quarter: — 


DIVISION OF PROFITS (FOURTH QUARTER COMPANIES) 


Proportion of Profits Rate of Payment on each Class 

















| 
(after deb. interest) of Capital 

Reports | et 
issued 
during | Paid in| Paid in Put to | Earned 
Fourth Pref. Ord. Reserve | Deben- Prefer- for Paid on 
Quarter} Div. Div. jor Carried) ture ence Ordinary | Ordinary 

Forward 

% % % | % "0 | % ’ ° 

1930... | 21-9 60-2 17-9 5-19 4-5 | 10°3 8-4 
1931 ... 43-1 76-9 |Dr.20-0 5-18 3°8 2°9 3: 
1932 ... 32-4 75°4 |Dr. 7-8 5°16 3°6 a-4 4°9 
1933 ... 23°4 64°3 12-3 5-04 3-2 6°2 5°2 
1934 ... | 19°6 59-9 20-5 4°95 3-7 9-9 6°8 
1935 ... 19-0 55-2 25-8 4°84 4°5 11°6 7°9 
1936 ... | 17-5 53-5 29-0 4°75 4-9 14-2 9-2 
1937 ... | 15°7 51-6 32-7 4°59 54 18-2 11°2 
1938 ... 13-9 48°8 37-3 4°47 5°0 18°7 10°6 
1939 ... 16-0 46-1 37-9 4°47 4°8 14-9 8-2 


For fourth-quarter companies, it will be noted, the pro- 
portion of profits distributed fell from 48.8 per cent. in 
1938 to 46.1 per cent. in 1939. This is, in fact, the lowest 
proportion of net profits distributed by such companies 
in ordinary dividends for more than a decade, and in con- 
sequence the average ordinary dividend was reduced from 
10.6 per cent. for the last quarter of 1938 to 8.2 per cent. 
for the last quarter of 1939. 


Commodity Prices 


DuRING the first eight months of the past year the general 
level of wholesale prices was surprisingly stable; during 
the last four months the general trend was _ steeply 
upwards. 

The comparative stability of the first eight months was 
largely the result of the divergent trends of business activity 
in this country and in the United States. The trend of 
business activity was downwards in the early part of the 
year across the Atlantic and upwards in this country. In 
the summer, however, the course of business was upwards 
in both countries. The stage was then set for an advance in 
prices, which would have taken place even if war had not 
broken out. 

The course of prices in this country and in the United 
States is shown in the first table, on the basis of 1927. 
(The prices of the commodities included in The Economist 
index, as well as a record of the index on the basis of 1913, 
are given in the Statistical Appendix) : — 


1927 = 100) 
i 
The Economist Index, U.K. 
™ ies r oe Irv 
| | | 
| Cereals | Other | | Miscel- [Complete] Ih 
and Foods Texti Minerals} laneou Index U.S.A 
Meat 

Dec., 1938 70-1 57-5 52-6 94-4 74:9 | 69-2 85:0 
Jan., 1939 69-1 | 57-2 53-0 91-1 74:6 | 68-7 84°9 
Feb., ,, 68°5 59-9 53-5 90:7 74-6 | 68-9 84-9 
Mar., ,, 70:0 | 60-0 53-0 91-1 74:0 | 69-1 85-1 
AGE. 71-1 | 62-9 54-0 91-4 74-2 70°2 85-2 
May, , 70:6 62-1 54-2 92-1 76-0 70°5 84-9 
June, ,, : 69-0 62-1 53-6 | 91-8 95-7 69-8 84°] 
July, , 66-1 61-6 52:5 93-1 76'4 | 69-2 83:7 
Aug., ,, 66:9 61:1 54°3 95-4 | 77-6 | 70-3 83:4 
Sept., , 75-9 66-8 62-6 99-1 | 81-4 | 76:8 89-0 
it. « 80-9 78-2 68-1 | 99-9 | 90-5 | 83:3 89-0 
Nov., ,, 85-5 80-7 72:6 | 102-7 93-4 86-9 89:4 
Del.  o 90-2 79-7 81-8 | 111-3 96-0 91-7 
Jan., 1940 93-7 79°7 77-1 =| 110-9 98-1 91-9 


By sheer coincidence the general level of prices at the out- 
break of the war (as measured by The Economist index) was 
virtually the same as in July, 1914. But The Economist 
index of wholesale prices rose by no less than 31 per cent. 
during the first five months of the present war, and this 
despite the fact that the prices of the majority of basic 
materials were controlled from the outset, compared 
with only 9 per cent. during the corresponding period in 
the last war. But circumstances were different. Early in 
1914 the trend of world economic activity was downwards; 
last summer it was upwards. The rise in prices during the 
first five months of the present war was a world-wide 
phenomenon. Nor is it surprising that prices have risen 
more sharply in Britain than in the United States. Not 
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only has the value of the pound in terms of dollars fallep 
by 14 per cent. (a movement which had no counterpart ip 
1914), but the cost of ocean transport showed a marked 
increase owing to the scarcity of shipping and the rise jp 
the cost of insurance. 

The incidence of the rise in prices since the beginnin 
of the war has been far from uniform. The table below 
shows the percentage increase between August 30, 1939. 
and January 9, 1940, in the prices of some of the com- 
modities included in The Economist index. The com- 
modities have been arranged under three headings to show 
price increases over 50 per cent., between 25 and 50 per 
cent., and under 25 per cent: — 


RISE IN WHOLESALE PRICES BETWEEN AvuGusST 30, 1939. 
AND JANUARY 9, 1940 
I. Increase exceeding 50 per cent. 
9 Leather 35-0 
Wheat, English 73°5 Fuel oil 40-0 
Cocoa : 57-2 Linseed oil 36-2 
Sugar, cane 63-7 Rubber 30-0 
Sugar, granulated 57-2 
Cotton, American 67-6 IIT. Increase of less than 25 per cent 
Cotton, Egyptian 60-6 o 
Cotton yarn, 32’s twist 53°5 Potatoes 15-9 
Flax 79:4 Beef, Argentine 53 
Jute 138-0 Mutton, New Zealand 7°] 
Creosot 55:1 Cheese, Canadian 24:8 
Butter, Danish 14-2 
Il. Increase betwee 5 and 50 per cent Wool tops, merino 17°64 
% Pig iron 91 
Bacon, English 25-0 Steel rails 68 
Coffee 27:7 linpiates 6-2 
Coconut oil 25-8 Coal, Durham gas 14:2 
Cotton cloth 27-8 Coal, Yorkshire hous 13+] 
Wool, English 25-0 lin 8-8 
Hemp 45-0 Cement 9:8 
limber, English oak 41-7 lallow 21:5 
Hides . 29°3 Sulphate of at i 98 


On the whole, the advance in prices has been most 
marked in the case of imported commodities. Thus the 
third group of commodities, comprising those which have 
risen by less than 25 per cent., is made up chiefly of 
domestic products or of materials of which substantial 
quantities are produced in this country. 

In view of the fact that Britain has to import virtually 
her entire requirements of industrial raw materials (with 
a few important exceptions) and nearly two-thirds of her 
food, the sharp rise in import prices has found quick 
reflection in the cost of living. Thus, the official index of 
food prices rose by 13.8 per cent. between September 1, 
1939, and January 1, 1940. The foodstuffs included in the 
official cost-of-living index have been arranged under three 
headings, to show increases in retail prices over 20 per 
cent., between 10 and 20 per cent., and under 10 per cent., 
during the first four months of the war: — 


RisE in RETAIL Foop PRICES BETWEEN SEPTEMBER I, 1939 
AND JANUARY I, 1940 
1. Increa ” per cent, % Mutton, frozen, breast 9 
R $1 l i 
Vish ; 
r l 49* Lil. Ines n io 
Butter ; 
S 4) B K., rit S 
i 5 Mutton, U.K., 1 Ss 
Mutt rozen, | s 
Il. Incre ] Of bl ’ 
‘ Bread ’ 
Beef, U.K., thin flan} 14 Tea 
Beef, chilled, thin flan} 17 Milk 4 
Beef, chi ri Mar 


° 10S lO 
Mutton, U.K., breast 14 Potatoc 


* Ri partly d to increased t 


In December the Government decided to subsidise 
certain important foodstuffs, including bread and meat; if 
it had not been for these subsidies, costing {1 million per 
week, the rise in retail prices would have been considerably 
bigger. 


MONEY AND BANKING 
The Money Market 


Tue Money Market during the course of last year finally 
shook off that immobility which had been its characteristic 
feature from the inception of the cheap money era, seven 
years earlier. The year was not many weeks old before 
the shadow of political events began to cloud the credit 
situation. The turn of 1938 into 1939 had been negotiated 
without undue difficulty, and by the second week of the 
year bill rates were back to their rock bottom level of 
1,)5 per cent. The main depressing influence on discount 
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rates at the time was the increasing scarcity of Treasury 
bills. This was in large measure a consequence of the pres- 
sure on sterling and of the operations of the Exchange 
Equalisation Account intended to neutralise the strain. As 
foreign capital left London the Exchange Account lost 
gold and acquired sterling resources which in turn it 
ysed to repay Treasury bills previously issued to the mar- 
ket on its behalf. This movement running parallel with the 
seasonal contraction of Treasury bills during the final 
quarter of the financial year had brought the amount of 
Treasury bills issued through the tender down to 
£346 millions on March 3, 1939. This was about £180 
millions less than the figure twelve months previously. In 
the same week the average rate at which Treasury bills 
were issued touched its lowest point for the year, namely, 
10s. 0.48d. per cent. The profit margin on running and 
reselling bills had virtually disappeared. 


By the middle of March, however, the discount rate was 
beginning to react to events in Central Europe. The re- 
action was, however, curiously hesitant. Though Prague 
was occupied by German troops on March 15th, the 
Treasury bills issued on March 17th went at the very low 
rate of 10s. 1.32d. per cent. It needed the inception of 
open German-Polish tension later in the month and the 
Italian invasion of Albania early in April to stir market 
rates out of their rut. By the middle of April the dis- 
count rate had risen to just over 14 per cent. Stringency 
in the short loan market, due in part to the Easter holiday 
currency requirements, contributed to this hardening of 
discount rates. The clearing banks reduced their purchases 
of bills and both the rise in discount rates and the tight- 
ening of the credit position had to be attenuated by 
open market purchases of bills. It was at this time that the 
first clear evidence appeared of a new open market tech- 
nique involving big direct transactions in bills between the 
clearing banks and the Bank of England. The “ special 
buyer” would take large lines of very short dated bills 
from the clearing banks, which in turn would, with the 
proceeds, buy the longest eligible paper from the market. 
Each of the clearing banks was used in turn for such 
operations, whose scope, however, only acquired sufficient 
magnitude to attract public interest later in the year when 
they were used to avert the usual seasonal tightening of 
credit towards the end of December. The factor which 
continuously militated against open market relief given 
through the discount market during the first half of the 
year was the scarcity of Treasury bills; this, however, dis- 
appeared during the second half of the year. 


After the March-April scares rates eased again, but the 
increasing German-Polish tension prevented a return to the 


| former levels. With Bank rate remaining at 2 per cent. the 


open market rate never sank below 3 per cent., and the 
Treasury bill average below 13s. 1.65d. per cent. reached 
on June 2nd. Preparations for the turn of the half year 
began earlier than usual, and though the short loan posi- 
tion remained comfortable during June, the discount rate 
rose to over } per cent. by the turn of the month. There 
was no need to have recourse to the Bank at the end of 
June, and rates again began falling during July. The move- 
ment, however, was obstinately held back by the rapid 
deterioration of the international situation. During 


| August, however, the exodus of funds from Great Britain 


gathered fresh momentum, and this in its turn led to 
further repayments of Treasury bills, a factor which 
helped to retard the rise in money rates which the politi- 
cal situation so obviously justified. By the final week of the 
month, however, events were rushing towards the cata- 
clysm of war, and conditions in the money and discount 
markets became rather nominal. On August 24th Bank rate 
was raised from 2 to 4 per cent. The immediate response 
of discount rates made the new Bank rate fully effective 
from the start. At the Treasury bill tenders, held on 
August 25th, the average rate of discount worked out at 
{3 14s. Sd. per cent., the highest level to be reached during 
the year. Market rates thus reached their peak before the 
outbreak of war. With the outbreak of the war and the im- 
Position of rigorous controls on the exchange and capital 
markets, the credit situation was freed from the reactions 
of an outflow of funds and of its contractionist effect on the 
supply of Treasury bills. From now on the expansion of 
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Treasury bills due to the financing of the expanding 
budgetary deficit was to have unfettered play, and from an 
issue of £510 millions of Treasury bills placed through the 
tender (the figure outstanding at the outbreak of the war) 
the total was to rise to £760 millions by the end of the 
year. 

The transition of the whole banking mechanism of the 
country from peace to war was effected with a minimum 
of friction. The plans had been in preparation for a year 
at least and were found to function with reasonable effici- 
ency when put to the test of practical experience. Each 
bank had worked out A.R.P. and decentralisation schemes. 
The whole of the London Clearing except the “ ‘Town 
walk” was shifted to Stoke-on-Trent. Plans had been 
prepared to create alternative channels for the issue of 
currency and as part of them postal orders were freed 
from poundage and made legal tender. Details were given 
to acceptance houses of special facilities which would, in 
case of need, be given them by the Bank of England to 
enable them to fulfil their commitments. If bills, dis- 
countable in the London market and accepted by them, 
matured and if the clients for whom they were accepted 
failed by reason of the war to remit the amount due, the 
acceptors could find the wherewithal to meet their com- 
mitments in the form of special advances from the Bank, 
at the rate of 6 per cent. per annum. The main category 
of bills for which such assistance was intended were those 
covered by the German standstill agreement. Fortunately 
the task of taking up these bills had been eased by earlier 
official suggestions to acceptance houses to take up for 
their own account certain proportions of German stand- 
still bills bearing their acceptance and circulating in the 
market. By these means some 60 per cent. of German 
standstill acceptances had been taken off the market well 
before the outbreak of the war. The task of taking up the 
remainder was one which seems to have caused no great 
difficulty. 

The day following the declaration of war was made a 
bank holiday which was spent by banks in endeavouring to 
put the finishing touches to their war machinery. There- 
after conditions in the money and discount markets rapidly 
reverted to normal. Given the control to which the foreign 
exchange, bullion and capital markets were immediately 
subjected, the deterrent and defensive justifications for the 
higher Bank rate became more and more fictitious, and 
soon the return to cheap money was on its way. On Sep- 
tember 28th, following the opening of the special War 
Budget, Bank rate was brought down from 4 to 3 per cent. 
Exactly four weeks later it was further reduced to 2 per 
cent., the level from which the short-lived abandonment of 
the cheap money policy had started. The clearing banks 
whose costs had been appreciably affected by their A.R.P. 
expenditure and other factors connected with the outbreak 
of war took the opportunity of the disturbance in mone- 
tary conditions to restore a more normal ratio between 
Bank rate and their short money rates. Thus, when Bank 
rate came back to 2 per cent., the rate for short loans 
secured by bills which under the previous 2 per cent. Bank 
rate regime had been at 4 per cent. was fixed at 1 per cent. 
and the rate for loans secured by bonds which formerly 
was 1 per cent. (with the special concession of } per cent. 
for Treasury One’s) was left at 14 per cent. for all bonds. 
The open market discount rate thus settled down to a 
fraction over the basic minimum figure of 1 per cent., and 
until the close of the year ranged around 1%; to 14 per cent. 

Treasury bills were now expanding at an exceptionally 
fast rate, and the discount market syndicate’s quota for 
Treasury bills, which for some years past had amounted 
to £30 millions of bills per weekly tender, was raised to 
about £50 millions. The market was carrying exception- 
ally large holdings of bills towards the close of December, 
and the incidence of the calendar made it impossible—as 
is sometimes the case—to shift to the Treasury the burden 
of financing the customary end-of-year squeeze. Prospects 
of difficult conditions over the turn of the year were, how- 
ever, successfully averted by large-scale open market pur- 
chases of January bills by the authorities. Thus, despite 
a rise in the note circulation to a fresh high record over 
the Christmas holiday, the end of the year was passed 
without any difficulty, and with open market rates for full- 
dated bills rising scarcely above 14 per cent. 
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Looking back on the history of credit conditions during 
the year, the feature is undoubtedly the success with which 
our managed currency withstood as severe a series of tests 
as could well have been devised for it. First the massive 
withdrawal of foreign funds, then the reactions of war, 
were neutralised with astonishing efficacy. The sole aber- 
rat‘on was the extension of the temporary dearer money 
period beyond the introduction of the exchange control. 
That was, however, soon corrected, and in retrospect is 
seen to have done no damage whatsoever. The perfecting 
of the managed currency system was taken several steps 
further during the year. On February Ist there was intro- 
duced the Currency and Bank Notes Bill, 1939, authoris- 
ing the Bank of England to value the gold and other assets 
in the Issue Department at current market prices. This 
involved the final break of sterling with the former gold 
parity. Any variation between the assets as revalued and 
the note circulation could at the discretion of the authori- 
ties be made good by transfer of gold, cash or securities to 
or from the Exchange Equalisation Account. Thus the note 
issue was made independent of the gold in reserve, and 
the authorities were given almost limitless discretion in 
providing the circulation which they deemed adequate. The 
limits of that discretion were revealed on the outbreak of 
the war, when virtually the whole of the gold held by the 
Issue Department of the Bank was transferred to the 
Exchange Equalisation Account. This transfer was not 
merely in keeping with the demands that the whole of our 
financial strength should be centralised; it symbolised the 
change of emphasis in our conception of gold as an asset 
available for balancing our balance of international in- 
debtedness as against that of a static metallic reserve 
behind the note circulation. 


Bank Clearings 


THE returns of the Bankers’ Clearing House for 1939 
cannot be presented in quite the same form as those for 
previous years owing to the merging of the Metropolitan 
and Country clearing with the greater part of the Town 
clearing under the wartime machinery of the London 
Clearing House. The total for the year at £36,641,873,000 
shows a reduction of 7.4 per cent. on the 1938 figure. The 
reduction is in part due to a slowing down in the financial 
circulation to which the smaller Stock Exchange activity 


1937 1938 1939 
¢ millions 
lown clearings 36,719 33,862 
Metropolitan clearings...... 2,162 2,075 
Country clearings ......... 3,805 3.673 
lotal, London clearings 42,686 39,610 36,642 
Provincial clearings ...... 1,472 1,258 1,269 
Sheffield’s clearing area was reduced early in September 
so that the total for 1939 is not strictly comparable with that of 
previous years. 
and the reduction in new issues contributed a 
great deal. The quarterly figures do not, how- 
ever, suggest that the discontinuation of the Stock 
- Exchange settlement after the outbreak of the war 


and the complete suspension of new issues had any con- 
clusive effect on the total. Quarter by quarter the reduc- 
tions as compared with the corresponding 1938 figures 
amounted to 7.6 per cent., 9.4 per cent., 9.1 per cent., 
3.7 per cent. The short-fall on the 1938 figures was there- 
fore more marked in the earlier part of the year when 
the country was still working a free economy. Certain 
factors which for some years past have been tending to 
reduce the circulation of cheques were again at work last 
year. The most important of these was the increasing 
utilisation of “ traders’ credits” and other ways of effect- 
ing regular payments by direct transfers from one bank- 
ing account to another without incurring the stamp duties 
on cheques. This by-passing of the clearing in the credit 
circulation makes rigid comparisons of year to year totals 
of clearings decidedly misleading. 
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The Foreign Exchanges 


THe foreign exchange market’s year falls into two distinc 
parts—the period of free markets which lasted until the 
outbreak of the war, then the inception of exchange contro] 
which ushered in a phase without precedent in the history 
of sterling. The earlier months of the year were, how. 
ever, almost as much dominated by politics as the war 
months, and more apparently so, since under conditions of 
control it has become virtually impossible for the public to 
gauge the extent of the pressure on sterling. From the be- 
ginning of 1939 it became evident that the pressure on 
sterling, though appreciably smaller than in the previous 
autumn crisis, would call for persistent support from the 
Exchange Equalisation Account. The rate in terms of dol- 
lars fell to $4.62} in the first days of January, but later in 
the month was forced back to $4.68} and from this date 
until a few days before the outbreak of the war it was kept 
pegged at that level by the authorities. Some indication 
of the magnitude of this support is provided by the fol- 
lowing comparison of the position of the gold reserves of 
the E.E.A. and the Bank of England up to March 3], 
1939. Later figures are not available, these statistics being 
suppressed, with many others, at the outbreak of the war 
as being of obvious value to the enemy. 


BRITISH MONETARY GOLD STOCKS, 1938-49 
Sept. 30, Mar. 31, Intervening 
Yvantity (million fine ounces) 1938 1939 Change 
sank of England ad 76:8 30°5 - 46+3 
Exchange Account....... 21-7 49°5 +- 27°8 
SUEY Kanhaunnivkkiueeke 98-5 go. 18+5 

Value (£ millions: at 140s. pei 
fine ounce) : 

Bank of England ...... eka 537 +6 213-2 324 4 
Exchange Account... 151-8 346°4 +- 194+6 
lotal 689-4 559-6 129-8 


The other main features of the foreign exchange market 
during the first eight months of the year were occasional 
flurries in belgas and, to a smaller extent, in guilders. The 
belga repeatedly fell below the theoretical gold export 
point, but on each occasion the authorities succeeded not 
merely in holding the rate, but in squeezing the specu- 
lators responsible for the spasm of weakness. In the case 
of the guilder, which is not rigidly tied to gold in the 
manner of the belga, the authorities had to meet appre- 
ciable withdrawals of capital due to both international 
and occasional domestic difficulties; but on each occasion 
the necessary support was provided and the position recti- 
fied without much difficulty. With the speed at which 
events began to move in August the pressure on sterling 
became too great to justify further rigid pegging of the 
sterling-dollar rate, and on August 25th the peg was 
withdrawn and the rate fell from $4.68 to $4.10 recorded 
on August 28. A recovery to $4.35 occurred prior to the 
outbreak of the war. 

With the beginning of war a new chapter opened for 
the foreign exchange market. Plans which had been in 
preparation for over a year were put into operation with 
the object of subjecting the market in sterling exchange to 
rigorous official control. Dealings in foreign exchange were 
restricted to a specified list of banks known as authorised 
dealers. Requests for any foreign exchange were to be 
made through an authorised dealer to the Bank of Eng- 
land and only granted for certain specified purposes. 
Provisions were made for the compulsory handing over 
of foreign exchange assets owned by residents in Great 
Britain. The control of dealings referred to ten of the 
principal currencies. For these official buying and selling 
rates are announced each day by the Bank of England and 
operations in them instead of being “ married” in the 
market in the normal way must be completed individu- 
ally with the Bank which thus earns—for account of the 
E.E.A.—the turn between buying and selling prices. 
Under these conditions the work previously done by 
foreign exchange brokers disappeared and the greater 
part of the personnel and organisation of these firms 
have been incorporated into the new and formidable con- 
trol machinery that has had to be erected at the Bank. 
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The contro! began by quoting dollars $4.02-$4.06. Later 
the spread was narrowed to $4.02-$4.04 and later still to 
$4.024-$4.033. Apart from minor alterations, the con- 
trolled rates of exchange have remained undisturbed since 
the outbreak of the war. In the case of the French franc 
the rate has remained exceptionally stable during the whole 
year and since the outbreak of the war the official rate 
has maintained a middle price of 176} to 176%, a level 
which under the recently concluded monetary agreement 
between the Allies will remain undisturbed until six 
months after the signature of the peace treaty that will 
follow this war. 

The exchange control having left free such sterling 
assets as were owned by foreign non-residents and plac- 
ing at the same time definite obstructions to the conver- 
sion of these assets into sterling through the channels of 
the official market make it inevitable that a free market 
in sterling should develop. The main one is in New York. 
Soon after the outbreak of the war the rate in this mar- 
ket dipped momentarily to $3.76. This was, however, a 
very temporary aberration, and since then the free mar- 
ket has recovered to within 1 per cent. of the official 
quotation and has been steady at around this level. 


Market 


For the bullion market the past year was every whit as 
momentous as for the money and foreign exchange 
markets. The eight months of freedom in the gold market 
were a period of exceptional activity, during which the 
turnover of gold dealt in at the daily fixing amounted to 
{87,362,000—a figure probably equalled by post fixing 
operations. Given the pegged rate for dollars, the price of 
gold during this period remained almost fixed at 148s. 6d. 
Most of the gold dealt in by the market was taken for 


The Bullion 


| shipment to the United States, the exports to that country 


for the eight months in question amounting to 48,408,000 
ounces, compared with 30,635,000 ounces for the whole of 
1938. With the outbreak of war the gold market fell under 
complete official control. Operations in the metal were 
restricted to specified authorised dealers. The price was 
fixed at 168s. by the Bank, and all gold held by private 
individuals and institutions domiciled in this country had 
to be sold to the authorities at this price. Since the out- 
break of the war the machinery of the market has changed 
considerably. The daily fixing has been abandoned. The 
market during the first weeks of the control period was 
kept fairly busy with the liquidation of what remained of 
the privately held gold stocks in London, but more re- 
cently the volume of business handled by it has fallen to 


| Very meagre proportions. 


The year has also provided its quota of activity and 
change in the silver market. The proposed legislation to 
place an end to the monetary powers of the President 
of the United States caused huge sales of silver in the first 
part of the year, and under political pressure the United 
States Treasury brought its price for imported silver down 
from 42} cents to 35 cents an ounce. The sterling price 
fell to 164d. on July 10th, a price well below the export 
parity to New York. The bear positions built up in anti- 
tipation of a collapse of the United States silver pro- 
gramme had to be covered, and this led to the sterling 
price rising to a premium on the import point from New 
York. The pressure on cash supplies was, in fact, relieved 
by appreciable arrivals of silver from the United States in 
July and August. It was the possibility of such further 
shipments that induced the authorities here to place an 
embargo on the import of silver towards the end of 
October. Silver, apart from this restriction on imports, has 
remained a free market. The main factor in the market 
Position has been the readiness of the Indian Government 
0 sell out of its stocks held in London and Bombay at 
Prices equivalent to 234d. here and the corresponding 


| pee parity in India. The outbreak of war and the rise of 


commodity prices in India led to the development of a 
substantial bull position in silver, the whole of which was 
btovided by sales from the stocks of the Indian Govern- 
ment. At first these sales were conducted through the 

don market, the official sellers preferring to get the 
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protection of the credit standing of London bullion 
brokers. London thus handled a very considerable amount 
of business in silver for delivery to Bombay. By the middle 
of December, however, the Indian authorities decided that 
there was no further justification for arranging throug’ 
London operations of such essentially domestic character, 
and henceforth it conducted its operations with the Indian 
bazaars through the Bombay office of the Reserve Bank of 
India. This decision, added to the restrictions on the 
import of silver into this country, has inevitably reduced 
the turnover of the London silver market to very small 
proportions. 


The table below is taken from the Federal Reserve 
Bulletin’s monthly compilation of the gold reserves of 
central banks and Governments. Only a very incomplete 
picture is presented in it, as it does not include the holdings 
of Exchange Funds. As has already been pointed out, vir- 
tually the whole of the Bank of England’s gold was trans- 
ferred to the British Exchange Equalisation Account in 
September, 1939. The figures for Germany, Italy and 
China are the latest officially reported, which are carried 
forward for subsequent months. What is significant in the 
table is the big additions to the United States’ gold hold- 
ings throughout the year. 


CENTRAL BANKS 
($ millions) 


GoL_p HOLDINGS Oo} AND GOVERNMENTS 


1939 
End of Month 


March June September Noveml« 


England 1,066 


16,932 | 17,35 


United Stat 14,682 15,258 | 16,110 358 
France 2,435 2,435 2,574 2,714 |} 2,714 
Germany . 29 29 | 29 29 | 29 
Holland : 995 909 | 800 752 =| ~=700 
Belgiuin 582 518 =| 540 615 | 611 
Switzerland 699 640 598 585 | 559 
Italy 193 193 j 193 193 193 
Sweden 331 332 | 346 357 | 333 
Norway 96 96 107 | 107 | 103 
China 19 21 | 21 | 21 } 21 
Japar 164 164 164 164 164 


The final table gives the Union Corporation’s estimate 
of gold production during the past two years. No official 
returns are given of Russia’s production, and the figure of 


Thousand fine ounces 


1938 1939 

South Africa 12,160 12,820 
U.S: 5,000 5,000 
Canada 4,725 5,046 
RP ee saicanss 4,245 4,565 
Australia ....... 1,590 1,630 
Other countries . 9 300 10,089 
37,020 39,150 


five million ounces for both years is, therefore, uncertain. 
Union Corporation points out that the estimate of world 
production last year is about 5.7 per cent. higher than in 
1938 and about 100 per cent. higher than in 1929. 


INVESTMENT 
New Capital Issues 


ACTIVITY in the new issue market, which had been sub- 
normal in 1938, was exiguous in 1939. The total of £75.6 
millions for new money subscribed to British Government, 
corporation and industrial issues (calculated on our “ old 
basis”) represented little more than half the previous 
year’s total and was very little higher than the depression 
level of 1931. Moreover, since Empire borrowing was 
lower and foreign issues almost completely disappeared, 
the total of “old basis” issues, both home and abroad, 
amounted to no more than {91.7 millions compared with 
£180.1 millions in 1938 and £102.1 millions in 1931. 
These depressed figures are analysed on the next page. 


The absence of any major British Government operation 
was partly responsible for this unhappy comparison with 
1938. Home corporation borrowers were kept under close 
surveillance and political uncertainty was responsible for 
the collapse of semi-speculative home industrial issues. 
Industry has, in fact, financed itself increasingly from 
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ToTAL BORROWING BY OFFERS TO PUBLIC AND TO 
SHAREHOLDERS ONLY 
(Million /) 




















British | 
cunée empire rorign| Ft | a 
Years | Empire | Foreign 4 
Govern- | Home ies Total | Issues | _ 100 
ment | toes Home | 
| i | | | 
a. A. ee 
Re 10-7 8:0 | 35-8 | 54-5 | 38-5 9-1 | 102-1 28 
1932 ...... 102-7 28-8 | 31-6 | 163-1 | 25-5 0-3 | 188-9| 41 
1933 ...... 150-8 24-5 | 34-9 | 210-2 | 29-2 | 5-4 | 244-8 66 
1034 ...... 44-1 36-1 | 57°5 137-7 29-9 1-5 169-1 46 
1085S ...... 88-0 51-1 81-6 220-7 | 15-2 0-2 236-1 64 
60-2 79°5 90-6 | 230-3 | 24-7 0-7 | 255-7 69 
ST sini 95-8 43-7 84:7 | 224-2 | 21-1 6-3 | 251-6) 68 
ED Siceek 75-9 24-9 52-2 | 163-0 | 24-3 2-8 | 180-1 49 
1939 ...... | 36-8 12-1 26°7 75°6 | 15-8 0-3 91:7 25 


* Including county and public board loans. 


reserve profits rather than by resort to the public market. 
Yet, even when securities in which permission to deal 
was granted are included, as in our “ new basis ” figures, 
the British non-Government total fell from £110.1 mil- 
lions to £66.2 millions. These figures are given in the 
following analysis of capital raised, according to our 
“new basis ”:— 

TOTAL BORROWING, INCLUDING STOCK EXCHANGE ‘‘ PERMISSION 
To DEAL” 

(Million £) 














British 
a i a — Total 
—— Home | . Empire | Foreign co 
ears Govern- 7 Total | | 
Corpora- | Others 
ment ° Home 
tions’ | | 
1937 143-1 45-3 199-1 387-5 63-4 7-1 | 458-0 
1938 ...... 75-9 27-7 110-1 213-7 53-7 5-7 | 273-1 
___ en 36°8 12-1 66-2 115-1 25:5 2-2 142-8 
* Including county and public board loans 


Only a moderate amount of conversion business was 
undertaken last year, totalling £26 millions according to 
the following table: — 


CONVERSION ISSUES (MILLION 





| 1934 1935 1936 1937 1938 1939 
British Govt. 105-0 | 204-0 37-2 Nil Nil 
Other 136-9 108-2 109-7 | 58-5 23-6 b 
Total 312-2 146-9 | 2. 


As a result of the war, rigid supervision of all important 
capital issues is now in operation and the figures for 1939, 
although they only include four months of hostilities, are 
characteristic of a market moving from partial to complete 
control. 


The Stock Exchange 


By January, 1939, the investor was already growing accus- 
tomed to the long-drawn-out series of crises in Europe’s 
political drama. One question bulked large. Would the 
new year bring a genuine dénouement and, if so, a catas- 
trophe? The full year’s cycle has brought the answer. 
After seven months of excursions and alarums war came 
and the year ended, not auspiciously indeed, but with at 
least one considerable element of uncertainty removed. 

The year opened with prices still lower than the pre- 
Munich level. The fall of Barcelona and Dr Schacht’s 
resignation in January drove both fixed-interest stocks and 
equities to lower levels. Within a few weeks, however, the 
market recovered considerably. Gilt-edged advanced to 
such effect that, early in March, War Loan touched 983 
and equities responded to obvious signs of an industrial 
recovery and the expansionary possibilities of a large- 
scale Government borrowing programme. But the annexa- 
tion of Czecho-Slovakia and the invasion of Albania 
reversed the promising upward trend, though prices 
retreated in impressively good order. Quotations fluctuated 
during early summer with the hopes and fears of the 
Russian negotiations, but gilt-edged were hampered first 
by the tight money position and towards the end of August 
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by intensification of the Danzig deadlock and the pr. 
cautionary downward adjustment of prices pending , 
supposed Government borrowing operation. War itself 
brought minimum prices to the gilt-edged market, but the 
market was unfrozen during the following six weeks, 
thanks to a broadened credit base and the return of invest. 
ment confidence when the “ blitzkrieg ” failed to eventuate 
These wartime adjustments, together with the somewha 
diverse movement in equities since September, are brought 
out in the following table, giving a list of leading security 
prices at certain critical dates (explained in footnotes);— 





Security Jan. 4 | Mar, 22 | May 31¢| Aug. 30*| Oct. 4t | Dec, 27 
| 
ane smeeaiameaem aati we i i tem , 
24% Consols.. 70 68 | 70 62) 624 68 
War Loan . 97} 964 96 83) Sst | 93 
} 
L.M.S. 4°, 1923 pref. ... | 30 301 45 7h | 36 | 43 
G.W.R. ord 28 25} 36} 28 | 29 1 
S.R. pref. ord 58 63 76 58 | 60 | 65} 
| 
Guinness (1 105 102 112 91/3x | 77/6 | 81/3 
Brit. Am. Tobacco (£1 96/3xd 93/9 100 95 80; | 926 
Imp. Chemical (£1 30/6 29/6 32 30/6 28/3 | 30/3 
Turner and Newall (£1) 77/6xd| 76/3 81/3 80 70/— | 66/3x 
J. P. Coats ({1) ......... 36 36/3 | 35/74xd! 28/14 | 25/78 | 3493 
Hawker Siddeley (5 24/9 1 20/3 } 14/- | 15)- 
Furness Withy (/1) . : 17/6 18 20 19 |} 22/6 | 20/- 
Woolworth (5 58/1 60 65 64/4] 56/104) 61/10} 
An Dutch (£1 26 $ 27/9 23/9 24/44 
‘$s ” Transport I 4% $ 4 ii 4% { 
rown Mines (10 15ixd |, 15} 152 165 | 124 132x 
una (f1 124 af 11} 11} | 10} il 
* Minimum prices in ration + Ay x h betw March and Septe 
} Week after supplementary budget. 
War brought emergency regulations to the Stock 


Exchange. The fortnightly account was suspended and 
dealings for cash only were instituted. Minimum prices 
were fixed for gilt-edged stocks and, by agreement among 
jobbers, in the home rail market. The markets followed the 
banks’ example and closed, first at 3 p.m., later at 2 p.m 
Members were canvassed on the suitability of Denham as 
a makeshift “ House” in the event of bombardment and 





BRITISH AND AMERICAN 
VALUES DURING THE PAST TWO YEARS 
July 1, 1935 100) 
British: Financial News Index of 30 Ordinary Shares 
¢ American: Standard Statistics Index of 50 Common Stocks 
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were required to observe the regulations regarding trading 
with the enemy. No further regulations were imposed, 
however, apart from increased Treasury stringency on the 
transfer of securities and the registration of foreign security 
holdings at the Bank of England. 

The establishment of minimum dealing prices and the 
increase in Bank rate from 2 per cent. to 4 per cent. tem- 
porarily dislocated the interest rate structure and dealings 
in gilt-edged were for a short time almost suspended. But 
when the markets reopened 44 per cent. Conversion quickly 
floated clear of the minimum, followed by the other 
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“ shorts,” medium-dated and long-dated stocks, in that 
order. War Loan shook off the minimum price on October 
12th. This triple adjustment was still in progress at the 
end of the year, aided by the reduction of Bank rate to 
2 per cent. and the maintenance of easy credit conditions. 

For most of the year foreign bonds were under the 
shadow of war in the East or impending war in the West. 
There was a minor boom in Far Eastern issues in 
November on the Wang peace overtures, while South 
American bonds were in demand as a war “ hedge.” 

Improved traffic receipts, the Government’s endorse- 
ment of the “ Square Deal ” proposals and the 5 per cent. 
increase in fares in the London area gave a fillip to home 
rails, which, on the outbreak of war and assumption of 
control of the railways by the Government, gave way to a 
period of Testraint in the absence of knowledge of the 
terms of “ compensation.” The passing of the final divi- 
dend on London Transport “ C” stock came as a shock, 
and the year-end saw it still anchored, considerably over- 
valued, at the minimum price of 65. 

As the above table shows, trends in equity shares have 
been extremely diverse. Early in September, first-class 
equities (such as bank shares) were thrown on the market 
to augment cash resources, since the gilt-edged market was 
frozen. This initial depression was followed by the supple- 
mentary Budget, which raised standard income tax 2s. in 
the £, created E.P.T. and placed increased duties on beer 
and tobacco. Vulnerability to mass bombardment, rising 
A.R.P. costs, rumoured rationing of raw materials, control 
of profits on Government contracts, a crescendo of 
publicity to cut down civilian consumption, and the neces- 
sity for companies to strengthen reserves made the estima- 
tion of dividend prospects difficult if not impossible, and 
the choice of “ war hedges ” has been very limited. Ship- 
ping and textile issues (particularly the pre-war sub- 
marginal stocks) have been exceptions to the general un- 
decided trend towards the year-end. The Financial News 
index of thirty ordinary stocks, which stood at 80.7 on 
January 2nd, touched a low of 66.4 in September and had 
recovered to 75.3 by December 29th. 


LABOUR CONDITIONS 


THE outbreak of war was a turning point. For eight 
months of the year employment steadily rose to new record 
levels; unemployment declined; the cost of living remained 
practically unchanged; and wage rates were hardly altered. 
Then, in September, the scene changed; unemployment 
increased; the cost of living shot up; and marked increases 
in wages were granted. Fears that a disastrous race be- 
tween wages and prices might be set on foot became wide- 
spread. Official warnings about the inflationary conse- 
quences of pegging wages to the cost of living became 
frequent. Food prices were subsidised to hold back the cost 
of living. 


EMPLOYMENT IN 1938 AND 1939 

















' 
Insured Registered | Insured 
Employed (a) | Unemployed | Unemployed (c) 
| 
| | 

1938 | 1939 1938 1939 1938 1939 

000's 000's 000’s | 000’s | % % 

January isin 11,320 | 11,301 1,828 | 2,039 | 12°8 14:0 
February ......... | 11,343 | 11,439 | 1,810 1,897 12-7 13+1 
March 11,400 | 11,608 1,749 1,727 12-4 | 12-0 
eae vee | 21,414 | 11,718 1,748 1,644 12-3 | 11-3 
May vee | 11,412 | 11,873 1,779 1,492 12°5 10-3 
June .. wee | 11,376 | 12,009 1,803 1,350 12°38 | 95 
July ‘ 11,417 | 12,114 1,773 1,256 12:9 8.7 
August 11,455 | 1,759 1,232 12-7 8:5 
September ... 11,440 | 1,799 1,331 12-9 | 8-9 
SEE ceivanasiees 11,468 1,781 1,431 12°5 9°3 
November ......... 11,443 | 1,828 1,403 12-7 9-2 
December ......... 11,468 | . 1,831 1,362 12:7 | 9-1 
Average ... | 11,410 11,769(4)| 1,791 | ey 514 12°66 10°3 








(a) E stimate “ mbes of ‘tomes persons aged 16-64 in employment in Great 
Brit ain (excluding Agriculture) with allowance of 34 per cent. absence for sickness, 
etc 


(c) Percentage unemployed among insured workers aged 16-64 in Great Britain 
(d) January—August. 


Between January and August the average number of 
workers (aged 16 to 64, excluding agriculture) in employ- 
ment was 11,769,000, over a quarter of a million more 
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than in 1938 and a new high record. In June, July and 
(presumably) August total employment exceeded 12 
millions. 

The average percentage of insured workers, aged 16 to 
64, out of work, excluding agriculture, in 1939 was 10.3, 
compared with 12.5 in 1938. It was the lowest percentage 
since 1929. The percentage unemployed in August was the 
lowest for any month since the summer of 1927. The im- 
provement was most marked in industries closely asso- 
ciated with defence, but it was also very widespread. The 
percentage unemployed in mining fell from 15.5 in 1938 
to 11.1 last year; in pig-iron manufacture from 16.2 to 
11.8; in iron and steel manufacture from 21.2 to 10.6; in 
tinplate from 39.7 to 16.9; in shipbuilding and repairing 
from 21.2 to 17.2; in cotton from 26.3 to 13.9; and in 
woollen and worsted from 19.6 to 8.9. In engineering the 
percentage was down to a bare 5.4. 

The outbreak of war interrupted an improvement that 
might have made these figures for the year even better. 
Registered unemployment rose from 1,232,000 in August 
to 1,431,000 in October. It was 1,362,000 in December, 
nearly half a million less than in December, 1938, but 
still higher than before the war. The wartime increase was 
most marked in distribution, road transport, entertain- 
ments, building, woodworking and quarrying. There were 
signs by the year-end that, within the unemployment total, 
workers were passing quite quickly from one trade to 
another. 

Main attention by the year-end, despite surprisingly 
persistent high unemployment, was on wages. Between 
January and September there was little change in wage 
rates. Yet, by the end of December, the general level of 
wage rates had risen in the year by more than in any single 
year since 1920. The rise was between 4 and 43 per cent. 
Mining wages went up from 5 to 10 per cent. according 
to grade or district. Cotton wage rates rose 124 per cent.; 
there were rises in chemicals, iron and steel, engineering 
and a wide range of other industries. A rise in railway 
wages was only delayed until early in 1940. 














WAGES, PRICES AND TRADE Di1spuTEs, 1938 anp 1939 
Wages (a Cost of Living (b) | Trade Disputes 
1938* 1939 1938 | 1939 ly 1938 xo | 19 1939 
i icaiiiaeacmite ~ = 
| 000’s 000’s 
January ..... 103} 105 159 | 155 | 103 | 81 
February ... 104 105 157 | 155 | 133 | 116 
March 4... 104 | 105 | 156 153 | 113) | 90 
April .....c0e. 1044 105 | 154 153 151 143 
I sesstnians 1044 | 105 i366 | #153 | 185 | 128 
June 1044 | 1053 155 153 175 130 
[7a 1044 | 105} 159 156 | so | 134 
August ............| 104 | 1053 136 «| (155 | 86 | 118 
September ......... | 1044 156 155 9 | 73 
October . .| 1044 155 | 165 | 90 | 102 
November ...... 1044 | 156 | 169, 90 | 132 
December 1045 | | 156 | 173 | 2 | 36 
Average ... 104} | 156 ~ 158 = ~ 107 


(a) Index (1924 = 100) compiled by Prof. Bowley, eliuaiasting sncnunali Sastention. 
(6) Ministry of Labour Index for Ist of month (July 1, 1914 = 100) 
(c) Number of working days lost. * Revised figures. 


The prime motive in the rise in wage rates was the cost 
of living. Between January and September the Ministry of 
Labour index (July 1, 1914 = 100) fluctuated between 
153 and 156; it was virtually stationary. Between Sep- 
tember and the year end it rose 12 per cent., from 155 to 
173; the index of clothing prices rose 20 per cent.; of 
food prices 14 per cent.; of fuel and light 7 per cent. 
This rise was the chief factor in labour conditions in the 
war months. 

Wartime wage agreements apart, the labour world was 
quiet. The number of strikes and lock-outs and persons 
affected was about the same as in 1938, a year of industrial 
peace, and there were no major disputes at all. Nor were 
there any marked changes in working hours. Under the 
Factories Act, 1937, the hours of many juvenile workers 
were reduced, but there were few other alterations. 

In sum, labour worked for eight months on the inflow- 
ing tide of a boom that only the war stopped from reach- 
ing shore. Then, for four months, workers faced disloca- 
tion in the employment market and rising prices. It was 
the transition period between peace employment and war 
employment. 
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THE most sweeping of the new Acts passed before or 
after the outbreak of war was the Emergency Powers 
(Defence) Act, which went through all its stages on 
August 24, 1939. It authorises the Government to make 
by Orders in Council regulations dealing with secur- 
ing public safety, the defence of the realm, the mainten- 
ance of public order, the efficient prosecution of any war 
in which His Majesty may be engaged, and for maintain- 
ing supplies and services essential to the life of the 
community. 

Some days before war was declared, general regulations 
were issued under the Act. These were concerned with, 
first, the security of the State, providing for such things 
as the safeguarding of information, the control of commu- 
nications, guarding against any interference with essen- 
tial services, and restrictions on movements and activities 
of persons; secondly, public safety and order, providing for 
evacuation, billeting, the control of lights and sounds, and 
propaganda prejudicial to the defence of the realm and 
the efficient prosecution of the war; thirdly, ships and 
aircraft, providing for the general control of navigation, 
the control of lighthouses, and the control of trade by 
sea; fourthly, essential supplies and work, providing for 
power to do work on land, taking possession of land, the 
use of land for the purposes of H.M. Forces, the requisi- 
tioning of property other than land, the general control 
of industry and public utility undertakings, the preserva- 
tion of agricultural land and the control of fisheries, and 
for the control of transport; fifthly, general and supple- 
mentary provisions. 

By the Defence (Finance) Regulations, issued under the 
Emergency Powers (Defence) Act, the Treasury was given 
the power to acquire certain securities, gold coin and bul 
lion and certain foreign currency, and the control over 
capital issues; restrictions were placed on the purchase, 
sale and loans of foreign currency and gold, and on the 
export of currency, gold and securities. 

Orders under the Regulations began to be issued imme 
diately, but amendments to the Regulations themselves 
were made in the course of the following months, of 
which the most important were concerned with the safe- 
guarding of civil liberties. 

In addition to the Emergency Powers (Defence) Act, 
many other new measures were passed and became law in 
the days immediately preceding and following the out 
break of war. For convenience, these may be divided 
into those which enable the Government to mobilise the 
resources of the nation in materials and men and those 
which attempt to mitigate the effects of the war upon the 
life and property of the civil population. 

Under the first heading may be placed the following 
measures : — 

Currency (Defence) Act, which authorises the use of the 
Exchange Equalisation Account for war purposes. 

Import, Export and Customs Powers (Defence) Act, which 
gives the Board of Trade power to prohibit or regulate the 
import and export of all goods. 

Ships and Aircraft (Transfer Restrictions) Act, which re- 
stricts the transfer and mortgage of ships and aircraft with- 
out the licence of the Board of Trade or the Secretary of 
State for Air. 

Import Duties (Emergency Provisions) Act, which 
enables the Treasury to make Orders, grant licences or 
approve schemes as if the Import Duties Advisory Com- 
mittee, whose functions are suspended, had recommended 
them. 

National Service (Armed Forces) Act, which renders all 
fit male British subjects, aged 18 to 40 inclusive, liable for 
service in the armed forces. This superseded the Military 
Training Act, and anyone registered under that Act is liable 
to be called up under the new Act. 

National Registration Act, under which a census was taken 
on September 29th of every individual in the country. 


Control of Employment Act, which empowers the Minister 
of Labour to forbid employers to advertise for certain 
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classes of workers or to engage or re-engage such workers 
without the consent of the Minister. 

Under the second heading may be placed : — 

Compensation (Defence) Act, which lays down the 
principles of compensation in respect of action taken in the 
exercise of certain emergency powers, such as the requisition- 
ing of property, while aiming at securing that claimants to 
compensation will not benefit materially from the emergency. 


Courts (Emergency Powers) Act, which makes the leave 
of the Court necessary before distress for rent or fore- 
closures can be made, or judgments or orders for the payment 
or recovery of money, or the recovery of possession of land, 
can be enforced. This is to give relief to persons unable 
immediately to satisfy such judgments or orders, or payment 
of rent or other debts, etc., owing to circumstances directly 
or indirectly attributable to the war. 


Rent and Mortgage Interest Restrictions Act, which pro- 
vides that there shall be no further decontrol of dwelling 
houses and extends control to all houses of a rateable value 
of up to £100 in the metropolitan police district or City of 
London, £90 in Scotland and £75 elsewhere. 

Personal Injuries (Emergency Provisions) Act, which pro- 
vides for grants to be made in respect of personal injuries 
or death caused by air raids or other operations of war to 
the civil population. 

Unemployment Assistance (Emergency Powers) Act, 
which extends unemployment assistance to persons in 
distress by reason of the war who would normally be outside 
the scope of the Unemployment Assistance Act. 

War Risks Insurance Act, which became law at the begin- 
ning of August and came into force on the outbreak of war. 
By it the Board of Trade is authorised, in the event of war, 
to undertake the insurance of ships and other goods and to 
make payments of compensation in respect of goods lost or 
damaged in transit, and persons carrying on business as 
sellers of goods in the United Kingdom can be required to 
insure their goods against war risks, Such insurance was at 
first made compulsory by Order on the owners of goods for 
sale, of which the value exceeded £1,000, at a rate of 
premium of 3 per cent. per month for the period of the 
three months after September 3rd, but some modifications 
were made by subsequent Orders. 

Prices of Goods Act, which became law on November 16th. 
This aims at safeguarding people not from the dangers of 
the war itself but from war profiteering. It attempts to 
ensure that prices are not raised to a higher level than is 
justified by unavoidable increases in costs due to the war. 


Though the list given above is very far from complete, 
it summarises the chief Acts put into force in the first 
four months of war. In addition, Orders issued under 
them by the various Departments have appeared continu- 
ally. They have dealt with such matters as civil defence, 
the fixing of maximum prices for certain foodstuffs and 
raw materials, and a host of other matters. 

One series of Orders needs more detailed attention as 
they form an important part of economic policy in war- 
time, that is, the Orders concerned with rationing. 
Towards the end of November persons were required to 
register with a retailer of their own choice for butter, 
bacon and sugar. The supplies of these commodities to 
the retailers were curtailed almost immediately and they 
were instructed not to sell any of the rationed commodi- 
ties to persons not registered with them. Nevertheless, 
official rationing did not start until January 8th, when the 
weekly consumption of butter and bacon and ham was 
restricted to 4 ounces per week per person (the bacon 
and ham ration being doubled later) and of sugar to 12 
ounces a week. At the end of the year it was announced 
that plans were under way for the rationing of meat; but 
it is not to be put into force until March 11th, and it 
will then be on a value basis of 1s. 10d. worth per week 
for an adult and half that amount for a child. Petrol 
rationing came into force on September 23rd; but the 
consumption of coal, gas and electricity, which was cut 
by 25 per cent. at the beginning of the war, was later 
raised to 100 per cent., and at the end of the year 
unrationed altogether. 
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Overseas 
Western Europe 


Germany 


Nazi economic policy after the agreement at Munich should 
have been a sufficient warning that further aggression and 
war were still the Third Reich’s aims. Until the beginning 
of 1936 or so it was still permissible to regard the Nazi 
economic system as a grand experiment in “ inflation.” Most 
of the public “ investment ” then was not so much in actual 
armaments as in factories necessary to produce them. And it 
was conceivable that those factories might eventually serve 
the purpose of turning out “ useful”’ products. 

In the latter half of 1936 and 1937 these aspects began 
to wear thin, Unemployment of labour and capital, the basic 
reserves On which the Nazis built their economic system, 
was disappearing fast. But consumption was kept depressed 
by taxation, by direct control of consumption and invest- 
ment and by the canalisation of such savings aS were accru- 
ing exclusively for the purposes of the State. 

In 1938 the first turning point was reached. Unemploy- 
ment in Germany disappeared. The internal expansion could 
not continue except by depressing consumption or increas- 
ing productivity and forcing new strata of the population 
into the production process. The first external aggression, the 
annexation of Austria, not only gave the Nazis some reserves 
of capital and idle labour. It also paid handsome dividends 
on the previous “ useful investment” in the shape of con- 
siderable foreign exchange reserves. ‘hese seem to have been 
utilised for the accumulation of stocks of raw materials. 
The Munich agreement further strengthened the position of 
Germany. It gave the Germans some foreign exchange— 
they forced the Czechs to redeem in gold part of the paper 
money circulating in Sudetenland, while refusing to take 
over the part of the Czechoslovak debt corresponding to 
the territories annexed. ‘Those who still hoped that a success- 
ful appeasement had been accomplished could have rationally 
maintained their view only if the Nazis had used their new 
strategical gains to consolidate their economic position. They 
could have applied the labour and capital set free by the 
completion of the Western fortifications, by the demobilisa- 
tion of the Army and by the new productive capacity gained 
in the Sudetenland to increase the standard of life and to 
restore the real capital equipment in the non-military in- 
dustries. They did not do so. 

Re-armament.—Armament expenditure rose further; 
work on the Siegfried line was redoubled; and naval re- 
armament was commenced. Exports had to be increased, 
partly to offset the losses suffered as a result of the action 
of the United States Government subjecting German exports 
to a general duty as well as of the growing boycott of Nazi 
products and partly as a result of the upturn of the prices 
of primary commodities. This programme could be executed 
only : — 

I—by external conquest: 

(a) by the capture of accumulated foreign exchange 
or gold reserves, by the use of which imports could 
be increased without a parallel increase in exports; 

(b) by the capture of reserves of commodities; 

(c) by the capture of idle or partially-employed 
labour and capital, or such labour and capital whose 
consumption was so high that a tribute could be 
levied on them in favour of Germany; 

II—by commercial measures: 

(d) by imposing on foreign countries unfavourable 
terms of trade; 

(e) by foreign loans; 

II1I—by internal measures: 

(f) by new internal taxation, confiscation and 
rationing or forced saving, all of which would de- 
crease the consumption of one or all classes in 
Germany; 

(g) by an increase in productivity; 

(h) by longer working hours and compulsory 
labour service for people who previously did not 
work (or worked at less productive occupations); 

(7) by stinting capital replacement. 

All of these methods were used in 1938-39 and used 
recklessly. The levy on the Jews and the confiscation of their 
Property came first. The invasion of the rump of Czecho- 
Slovakia brought in gold, foreign exchange and vast stocks 
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of raw materials, foodstuffs and finished military equipment. 
A great number of skilled workers were transported to Ger- 
many, And by rationing and other measures of compulsion 
the consumption of the invaded territories was reduced and 
the surplus taken away. The ever-growing military and 
economic power of the Reich, especially vis-d-wis Balkan 
countries, resulted in the conclusion of trade agreements on 
iavourable terms. 

Internally taxation was tightened up; the rate of the cor- 
poration tax was increased; an excess income tax of 15 per 
cent. was levied. It was thought that these measures would 
yield Rm. 7 milliards, or an increase of between 20-25 per 
cent. of total taxation. 

Productivity was increased by a collectivist reorganisation 
of important industries, such as automobiles and steel. The 
compulsory cartel organisation was abolished; and a Reich- 
Commissioner was put in charge of these industries with 
almost unlimited powers. As a result of these measures. 
production continued to expand up to the outbreak of the 
war. 


Monetary Policy.—The monetary policy pursued is 
almost irrelevant in the Nazi economic system. Their power 
of direct control over private consumption and investment 
could normally sterilise the inflationary credit created in 
enforcing the diminution of consumption. The mainten- 
ance of monetary equilibrium was important only in so far 
as it diminished the problem for the police. The method 
chosen was a combination between forced loans and infla- 
tion, as they wanted to relieve the long-term capital market. 
The Reich, certain public authorities and enterprises, as 
well as the Party, were instructed to pay only 60 per cent. 
of the price of supplies they obtained in cash. The rest was 
paid for by tax certificates, to be redeemed over a number 
of years. These certificates are not rediscountable at the 
Reichsbank. They therefore represent a forced loan. In order 
to mitigate the inequality of the incidence of these forced 
loans, the entrepreneurs receiving them were empowered to 
use them in their turn to pay with them for supplies and 
services (except wages and certain contributions) up to a 
maximum of 40 per cent. In so far as these tax certificates 
can be used as cash they represent inflation. 


War Policy: First Stage.-The outbreak of war 
found the Nazis well prepared. Nevertheless, the mobilisa- 
tion of over 5,000,000 people and the blockade imposed 
immediately on overseas supplies resulted in much more 
disorganisation than would have been expected. In order 
to reduce the risk of air attack, production seems at first 
to have been concentrated at the most efficient works in 
areaS not vulnerable to air attacks. A severe rationing of raw 
materials was ordered immediately. This resulted in serious 
dislocation and disorganisation. Short time increased very 
considerably, The numbers affected at first were estimated 
between 0.6-1 million. Since a vast number were mobilised, 
this total is very considerable. Control over industry was 
immediately tightened up and unified under regional execu- 
tives of the Reich itself. 

Severe measures were taken to enforce the diminution 
of consumption, which became necessary, as a result of 
mobilisation and the diminution of overseas supplies, if 
accumulated stocks were to be conserved. Rations of food- 
stuffs, coal, etc., were curtailed. Private motoring ceased 
and motor transport was collectivised and rationed. Severe 
rations on textiles, shoes, etc., were introduced. Income tax 
was increased by a further 15 per cent., but with a maxi- 
mum limit of 65 per cent. A corporations’ excess profits 
tax was instituted. And all overtime pay was confiscated, 
first in order to lower prices, but later the gains were con- 
fiscated by the State. It is said that these measures will not 
only offset the shrinkage in tax revenue but even result in a 
net increase to Rm. 27 milliards (i.e. 6 milliards more than 
last year). Otherwise increased expenditure was financed 
by Treasury bills. 

War Policy : Second Stage.—-By the middle of Novem- 
ber it was abundantly clear that the first organisation of the 
war effort had failed. The productivity of the workers de- 
creased and there were accidents in the factories. The 
Cabinet Committee for Defence, instituted at the beginning 
of the war, was therefore completely reorganised. A Supreme 
Economic Council was instituted, with complete execu- 
tive powers. Field-Marshal Goering was appointed chair- 
man, and it consists of the heads of the most important 
economic departments. The Economic General Staff of the 
former Four Year Plan Executive was absorbed. The central 
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and regional economic authorities were directly subordin- 
ated to this new super-Ministry. The powers of the autono- 
mous organisations of industry, commerce and banking were 
either completely abolished and Reich Commissars appointed 
instead or they were severely curtailed; they now act as 
agents of the Reich. 

Price policy was further extended by instituting price 
equalisation funds, into which up to 90 per cent. of all 
profits in excess of a standard profit are paid. The con- 
centration of orders in the most efficient and distant indus- 
tries was superseded by spreading work widely among works 
and districts. By these measures, unemployment was said 
to have been reduced to 126,000, short work to some 
200,000-250,000. The wage cuts were restored and some tax 
concessions decreed. Rations were also somewhat increased. 
The run on the non-rationed goods before Christmas, how- 
ever, forced the authorities to extend “ unofficial” ration- 
ing to almost every single product, 


The Exploitation of Poland.—The conquest of Poland 
enabled the Nazis to increase coal production, one of the 
severest bottlenecks in their productive structure. It also 
enabled them to mobilise slave labour in mass. Over 300,000 
prisoners of war already work in Germany; 500,000 unfor- 
tunates are to follow. The territories—mostly Polish and 
stretching up to Lodz—were cleared of non-Germans with 
bestial cruelty, and Germans from the Reich (100,000-150,000 
families) from the Baltic and Russia were settled there. 
The repatriation of these Germans also gave the Nazis some 
new foreign exchange. These measures may somewhat relieve 
the internal shortage of labour. The fate of the Poles and 
Jews herded together in the rest of Nazi-Poland is terrible 
beyond words. 

Foreign Trade.—From the beginning of the war des- 
perate efforts were made to increase foreign trade. At least 
as far as contiguous countries were concerned, German ex- 
ports increased to almost all neighbouring countries, They 
were unsuccesful, however, mostly as a result of the measures 
of the Allies, in increasing or even maintaining imports. Their 
increased exports went to repay most of their commercial 
debts to the countries buying their goods. It is not to be 
hoped, however, that they will continue to be unsuccess- 
ful in obtaining supplies. They have succeeded in Roumania 
and Hungary in increasing the value of the mark relative to 
the pound. The much publicised agreement with Russia 
has not as yet yielded any appreciable results. 


The Outlook.—At the turn of the year the German 
economic position is unshaken. The severe weather—especi- 
ally if it heralds a crop failure—is the worst blow they 
have as yet received. Their accumulated reserves—quite 
inadequate for waging a really long war—are sufficient for 
some time to come, even without further supplies from 
abroad. Nor is it possible to cut these supplies off com- 
pletely. In so far as the kind of warfare waged so far does 
not waste either manpower or material, it is highly prob- 
able that they are still adding to these reserves. And in the 
long run they may well succeed in obtaining increased 
supplies from the Balkans, Poland and last, but not least, 
trom Russia. They cannot fight a long war. They can hold 
out for a long time in a siege. 





France 


AFTER the Munich Agreement of 1938 the nation pledged 
itself to be ready if another crisis came. When the Germans 
took Prague in March, 1939, the need to be prepared for war 
was Clearly seen by almost every section of opinion. New 
emergency measures by the Daladier-Reynaud Cabinet were 
willingly and generally accepted. The conviction grew that 
Britain and France would resist aggression together next time. 
Capital came back to the country. The index of industrial 
production (1929 100) rose from 85 in November, 1938, 
to 100. 

Then came the war and the setting up of a full war 
economy. The outbreak of war was followed by a fresh 
repatriation of capital and an outburst of buying on the 
Bourse. On December 13th M. Reynaud outlined his new 
war policy: controlled prices; controlled exchanges; con- 
trolled trade and no inflation. To aid this policy, and to 
spur on the Allied war effort, a monetary, financial and 
economic agreement was made with Britain. 

Monetary Policy.—M. Daladier declared in May, 1938, 
that the level of 179 francs to the pound would not be ex- 
ceeded. The rate was 176.40 in August, 1939, while the dollar 
stood at 37.77 francs, against 38.46 francs in the autumn of 
1938. This unilateral decision became bilateral by the 
agreement with London on December 4, 1939. As a conse- 
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quence, the franc, which has been under control since Sep. 
tember 9th, is fixed at a 176-177 ratio to the pound. The 
depreciation of the franc in relation to the dollar was about 
14 per cent.—the official rate has fallen from 38 francs to the 
dollar to 43.80. The repatriation of gold since November, 
1938, has amounted to 36,000 million francs (26,000 millions 
during peacetime and 10,000 millions since September), 
France entered the war with 97,000 million francs of gold in 
the Bank of France, exactly double the gold held in 1914, 


Finance.—The civil Budget is balanced at about 80,000 
million francs (against 66,000 millions in 1938). Some 
16,000 million francs of war spending M. Reynaud will cover 
by fiscal receipts; and extraordinary military credits of 
250,000 million francs in addition have been voted. The 
public debt reached the new record total of 445,742 million 
francs on the eve of war, against 409,505 millions on 
August 31, 1938. 


Money and Banking.—The Bank of France withstood 
the beginning of war without difficulty, and the rediscount 
rate remained uncharged at 2 per cent. “ Notes in circula- 
tion,’ which were 110,000 million francs at the beginning 
of 1939 and 125,000 millions in April, after a sharp increase 
from 125,000 millions to 146,000 millions between August 
17th and September 7th, remained practically unchanged 
afterwards; they were 149,000 millions at the end of the year 

Repatriated capital increased the deposits of the big banks: 


(Millions of francs) 

Nov. 30, Aug. 31, Nov. 30, 

1938 1939 1939 

Crédit Lyonnais 11,703 12,827 14,703 
Société Générale ... 9 188 9 644 12,094 
Comptoir d’Escompte 7,985 8,674 9,045 
Crédit Industrielet Commerc. 2 094 2,149 2,579 
30,970 33,295 38,422 


Public funds and debentures were well supported, and 
after the first shock of war they regained the greater part of 
their temporary losses. 


Dec. 30, 1939 Dec. 29 

1938 Highest Lowest 1939 

3°) perpetual 87°85 88-05 67 76-05 

A ‘1918 89-95 90-70 68-75 78:45 
41%, 1932 “A 91-95 92-95 71-25 85 

1%, 1925 With guar- | 159-55 183 130 182-10 

11%, 1937 ( “BLE OF 4 157.35 219-90 146-10 219-50 

7” exchange | 


The abundance of capital was such that the Treasury bill 
rate, which was 1} per cent. in December, 1938, had risen 
by only 4 per cent. by the end of August, 1939. Another 
symptom of confidence at the end of 1939 was the surplus 
of deposits over withdrawals in savings banks, The year 
closed with a final surplus of deposits in the savings banks 
of 661 million francs, the highest for six years. 


Agriculture.-The wheat crop was medium sized, 
estimated at 75-80 million quintals, against 94 millions in 
1938. Added to imports from North Africa and the carry- 
over from 1938, this would appear adequate, The basic price 
of wheat was fixed by the Administration at 197.50 francs 
against 204 francs in 1938. 

Production and Prices.—Increased production made up 
for the effect on prices of increased taxes :— 


Iend of 1938 Aug. 26, 1939 
1] we pri 
” ’ f 
General index... 666 665 
National products 692 687 
Imported product 620 625 
Foodstuffs 648 582 
Retail price 754 764 
Cost of 1 117-2 122-6 
{ 1938 (May, 1939 
id 1938 August, 1938 
Industrial productio 
100 [928 RH 100 
June, 1939)" 
Unemployment 404,730 302,479 
Phis index fell to 50 in September, but rose again to 831 
November, 1939 
Coal output, which was 47,560,000 tons in 1938, In 


creased to 26,000,000 tons in the first six months of 1939 

The production of pig iron in the first seven months 0! 
the year was 4,367,000 tons; that of steel 4,699,000 tons 
Furnaces in activity numbered 106 against 86 at the end 
of December, 1938, and 77 in July, 1938. 

Foreign Trade.—Increased production and low French 
prices caused a fresh improvement in foreign trade, and the 
import surplus fell by 26 per cent. during the first seve? 
months of 1939, after falling 16 per cent. in 1938. The total 
value of exports rose by 4,675 million francs, of which 3,24 
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millions went to foreign countries. An increase in the price of 
exports caused a revival in the export of luxury manufac- 
tures. War caused a sharp fall in exports, but, after the low 
figures of October, both November and December registered 
a marked recovery. November exports were 61 per cent. 
(manufactured goods 75 per cent.) of those in the same 
month of 1938, and the export was forbidden of raw 
materials; exports of manufactures were 75 per cent. of 
November, 1938. 

The Stock Exchange .— After the “boom” which accom- 
panied the economic and fiscal measures taken at the end of 
1938, the market was successively disturbed by the invasion 
of Prague and Albania. French industrial stocks, neverthe- 
less, aided by the repatriation of capital and the revival of 
economic activity, showed firmness, so that the index of 
their values was 219 in August, the same as at the beginning 
of the year, after a peak of 240 in May. A few weeks after 
the outbreak of war (the Stock Exchange was not closed 
a single day and there was no moratorium as in 1914), there 
was another “boom,” principally due to technical causes. 


Italy 


Agriculture and Industry.—-Prolonged rains at un- 
fortunate times damaged the maize crop and the vintage, 
but the wheat and hay crops were good, so that the number 
of catile could be increased and meat and milk production 
were profitable. Wheat imports for the first seven months of 
the year amounted to 347,504 tons, against 177,974 tons in 
the corresponding months of 1938. As the home production 
in 1938 was 8.2 million tons, against 8.1 in 1937, the in- 
creased imports were probably made as a safeguard against 
an estimated big deficiency in the 1939 crop, which, how- 
ever, did not materialise. 

The general index of industrial production, which stood 
at 113.0 in December, 1938 (1928=100), continued to rise 
in 1938, and reached 123.3 level in June (106.7 in June, 
1938). All groups took part in the rise. 

Luxury industries and building were badly hit by the war, 
but the textile industries received large orders from foreign 
countrics, and they and the iron and steel and engineering 
industries are working up to the limit set by the supply of 
raw materials. 


In million lire) 


Balan 
Import 
Imports from Iexports to exports 
Foreign Foreign Foreign 
Coun Coun Coun 
Colomes tries Colonies tries Colonies tyes 
1935 117 7,673 750 4,488 633 3.185 
1936 ... 157 5,882 1,718 3,824 1,561 2055 
1937 350 13,592 2,580 7,853 2 930 5,738 
1938 . 209 11,064 2 448 8.009 2,239 3,059 
7 months, 
1938 133 6,849 1,410 $480 1,277 2,369 
7 months 
1939 130 5,914 1,224 4,734 1,094 1,180 


The excess of imports over exports was fast dwindling be- 
fore the war. The reduction was due more to drastic curtail- 
ment of imports than to the moderate expansion of exports. 
The general impression is that the war has not reversed the 
trend and that several industries (textiles, engineering) are 
increasing their exports, with no small profit. The bulk of 
the traffic appears to be seaborne trade to the west. 

Railway goods traffic increased from 
26,482,980 tons in the first seven months of 1938 to 
27,793,271 tons in the corresponding period of 1939. Pas- 
sengers decreased during the same period from 58.3 millions 
in 1938 to 56.9 millions in 1939. Since the outbreak of war 
there has probably been a further reduction in passenger and 
goods traffic, except for goods in transit to and from Switzer- 
land and goods bound for France and the Balkans. Maritime 
lransport profited most from the war. From September 6th 
to the end of the year Italian liners enjoyed a virtual 
monopoly of the transport of passengers on the Atlantic. 

Money Market and Stock Exchange.—Money was 
tasy throughout the year. Rates for commercial paper were 
trom 5 to 5.50 until the end of August, and after a short- 
lived tightening in September eased to 5 per cent. and under. 
Carry-over rates, which on the Bourse remained at 4 to 4.75 
in the first half-year, eased in the summer months to 3 to 
4 per cent. and at the end of the year oscillated between 
3.50 and 4.50 for good securities. Under the influence of easy 
money and the good prospects for industrial profits, quota- 
ons were buoyant on the Stock Exchanges. 


Transport. 
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Public Finance.—Expenditure is increasing by leaps 
and bounds and revenue is having difficulty in keeping pace 
with it: — 

(In million lire) 


Deficit 

Revenue Expenditure or Surplus 
1934-35 ...... 18,817 20,847 2,030 
1935-36 ....... 20,371 33,057 — 12,686 
1936-37 .......... 24,702 40,932 16,230 
1937-38 ......... 27,468 38,642 11,174 
1938-39* ......... 25,072 25,035 37 
1939-40* ....... 24,561 29,316 - 4,755 
1940-41* 29,003 34,895 - 5,893 


* Estimated 


New taxation was therefore inevitable. After the 5, 10 and 
7.50 per cent. compulsory loans and extraordinary capital 
taxes on land and real estate, and capital of joint-stock com- 
panies, private companies and individual industrialists and 
traders which were enacted from 1936 to 1938, the old sales 
tax was now transformed into a new 2 per cent, tax on gross 
income of every sort (from sales of goods and of services), 
and a new 0.5 per cent. annual tax on all capital was 
instituted. 


Holland c 


‘THROUGHOUT the year war and war scares have constituted 
the predominant feature in the economics and finance of the 
Netherlands. Although the Netherlands have not been actu- 
ally involved as belligerents, war has been the main factor 
influencing commerce and industry, both during the first 
half of the year and since the outbreak of hostilities. Months 
before the outbreak of war, goods were imported and pro- 
duced in anticipation of scarcity and higher prices. Govern- 
ment orders for defence purposes resulted in increased 
industrial activity. The first half of the year was accordingly 
characterised by a certain revival of trade and industry, 
coupled with reduced unemployment. Exports reached their 
peak in March, subsequently declining somewhat. There was 
increased activity in the port traffic of Rotterdam and Amster- 
dam, and retail trade recorded larger turnovers in conse- 
quence of the increased purchasing power of the public. 

The Effects of War.—The outbreak of hostilities 
brought about a pronounced change. The mobilisation and 
the measures connected therewith resulted in considerable 
dislocation in many branches of industry. Export embargoes 
were decreed and blockade measures adopted abroad disorga- 
nised foreign trade. Shipping was seriously handicapped by 
the great risks involved, while port traffic became almost 
completely paralysed, especially as the transit traffic with 
Germany became nearly stagnant—to the great detriment 
of Rotterdam and Amsterdam. Other lines of industry seri- 
ously embarrassed by the war were building and shipbuilding. 
Some lines of industry, on the other hand, did benefit by 
the increased demand on the home market. 

Despite the prohibition of hoarding and legislation 
against profiteering, the Government failed to prevent a rise 
in domestic prices, although excessive rises were successfully 
prevented. At the beginning of December, the average rise 
in wholesale prices since August was 15 per cent. for finished 
products and 38 per cent. for raw materials. In retail trade, 
the advance was smaller. Prices of food advanced during the 
same period by 8 to 9 per cent. The cost of living in Amster- 
dam rose by 5 per cent. between August and the end of 
November. 

Banking .—For banking in the Netherlands, 1939 was 
an eventful year, the outstanding event being the collapse of 
Mendelssohn and Company, which involved the private 
banks, especially the Netherlands Trading Company and the 
Amsterdamsche Bank, in great losses. Earning possibilities 
were small for the private banks throughout the year, and 
some exceptional writing-off on foreign exchange account 
and on security holdings will be inevitable. 

The liquidity of the big Dutch banks has fallen away con- 
siderably. On January 31, 1939, the returns of the four main 
Dutch banks showed, for the items of cash, call money, 
Exchequer bonds and Government securities, a total of 441.2 
million guilders, compared with 322.2 millions on Nov- 
ember 30th. Debits stood practically unchanged at 271.9 
millions. Credits, on the other hand, fell from 665.6 millions 
to 543.5 millions. These changes cannot be attributed to the 
war, the returns of the first month of the war having dis- 
closed no changes of any importance, while at the end of 
August the situation was almost identical with that at the 
end of November. Banking in Holland has withstood the 
repercussions of war well, no considerable capital movements 
having resulted therefrom. 
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Belgium 


Tue Spaak Government, which had been in power since 
February, 1938, was replaced for a few days in February, 
1939, by the Pierlot Government. This was reconstituted 
on April 18th, after new parliamentary elections. The result 
of these elections was defeat for the Socialists, success for 
the Catholics and Liberals, and the crushing of the Rexists, 
whose representatives fell from 21 to 4 members. The estab- 
lishment of the Pierlot Government brought to an end a 
financial crisis which had been due largely to the uncertainty 
of the politica] situation. 

Finance and Industry.—There were three serious 
incidents in the banking world during the year. The Bank 
of Cereals at Antwerp, which had a capital of 20 millions 
and deposits of 10 millions, was closed. The Caisse de Re- 
ports, involved in the Mendelssohn affair at Amsterdam for 
the astounding sum of 600 millions, had to be reorgan- 
ised. The bank lost 360 millions net, Thirdly, at the be- 
ginning of December, the Crédit Anversois, which possessed 
a capital of 60 millions and 500 millions in deposits, closed 
its doors. The public, in general, expected the State to inter- 
vene in favour of the depositors, but little was done. It is 
generally estimated that depositors will receive 75 per cent. 
of their accounts. The cause of its failure goes back to the 
years 1930-1934; the bank had never been completely stabi- 
lised, so that it suffered severely from the withdrawal of 
deposits owing to the international crisis in 1939. These 
withdrawals have affected the whole Belgian banking system, 
whose deposits have greatly decreased during recent years. 
Part of these funds has been taken over by other countries, 
but the greater part remains in the Treasury in the form of 
bank notes, of which the circulation (28 milliards) is very big. 

Belgian industry during the first half of 1939 felt the 
effects of the international tension. The iron and steel in- 
dustries and many collieries were working regularly and at a 
profit, but the situation of the textile industry and of indus- 
tries working for the home market was bad. The outbreak 
of war with its accompanying mobilisation caused a pro- 
found disturbance, but from October the heavy industries 
and the collieries recovered an intense activity. In December 
the production of steel showed a record for the past four 
vears. Coal production figures were as follows: — 


Stock at end 
Output of Year 
(Thousand metric tons 
1936 27,900 1.060 
1937 29. 700 700 
1938 29, 600 2 200 
1939 29,850 1,300 


Belgium’s great problem is the inadequacy of her coal pro- 
duction, owing to mobilisation and to the short working 
week. At the beginning of 1940 an agreement was made 
which, by re-establishing the 8-hours day, increased coal 
output for 1940 to 32 million tons. 


Foreign Trade.—Before the war the Belgian trade 
balance showed a favourable tendency. This, with her large 
invisible exports, secured her a balance of payments well on 
the credit side. This situation was accentuated in the first 
months of the war. From September to December exports 
have been 133 per cent. of the imports and for the complete 
year, 110 per cent. of imports. 


BELGIAN FOREIGN TRADI 
Imports Export 
Million fran 
1936 21,700 19,250 
1937. 27,900 25, 500 
1938 23,200 21,725 
1939 19.685 21.675 


This large export surplus since the beginning of the war is 
likely to be only temporary, as it arises partly from the 
obstacles in the way of overseas imports and partly from 
the magnitude of iron and steel exports, which is not at all 
certain to be maintained. 


Public Finance and Money.—The diminution of 4} 
millions in the metallic reserves of the National Bank owing 
to the spring political crisis was later made good, so that 
the reserve at the end of the year was equal to that at the 
beginning. Since the beginning of the war the gold balance 
has been stationary, in spite of the fact that Belgium has 
repaid English and American commercial credits and has 
also had to pay for her imports before they were consigned 
from overseas countries. Belgian public finance has suffered 
throughout the year from a decline in revenue. The estimates 
for the year 1939 show a decrease in revenue of 750 millions, 
shout & per cent., in spite of several increases in taxes. The 
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Government depended during the early months on the pro. 
ceeds of the loan issued after the Munich crisis, in October, 
1938. Since July, 1939, Treasury bonds have been placed 
with banks or with the National Bank. Up to the present 
this operation has had no unfavourable consequence, but it 
obviously cannot continue. In February, 1940, the Govern. 
ment is isuing a loan in the form of ‘Treasury Certificates, 
offered to the public, 


Spain 


MabRID was not occupied by General Franco’s troops unt] 
the end of March, 1939, so that the period of reconstruc- 
tion in Spain may be regarded as a bare ten months. 

Foreign Trade.—Figures of foreign trade are not 
available, but it is certain that both imports and exports 
have been low. Nor is it possible at this stage to give figures 
of national revenue and expenditure, although estimates are 
understood to be in course of preparation. In September- 
October, 1939, Government borrowing was placed on a more 
satisfactory basis, conversion operations having reduced the 
short-term rate to 3 per cent. and the long-term rate to 4 
per cent. An issue of Ptas. 2,000,000,000 for three years at 
3 per cent. brought the total internal debt to just over 
Ptas. 24,000,000,000, including all special loans bearing the 
State guarantee, Spain’s external debt remains at the insig- 
nificant total of Ptas. 77,831,000 (gold) nominal, but there 
are outstanding commercial debts with various countries 
awaiting settlement. Prices of securities, both State and in- 
dustrial, are well maintained and compare favourably with 
those ruling in July, 1936. 

Industry.—-Broadly speaking, the effect of the Civil War 
was to increase purchasing power in what were Nationalist 
zones and to decrease that in the rest of the country. Manv- 
facturers are finding an insistent demand from the home 
market, and have no difficulty in disposing of their output 
for cash. They are, however, severely handicapped by lack 
of raw materials, and many factories have been working on 
short time, while some which were dependent upon imports 
for part of their materials have even had to close. Large 
funds have therefore been lying dormant in the banks, It is 
believed, however, that once the Government has solved the 
nation’s basic financial problems and has made a reasonable 
measure of foreign currency available to industry, the stage 
is set for an immediate and extensive revival. 

Agricultural production has not yet reached pre-Civil 
War standards. Railways and other means of communica- 
tion suffered severely, but this vital matter is receiving the 
earnest attention of the Government, and already a good 
beginning has been made in the essential preliminary tasks 
of rebuilding bridges, roads, etc. 


Economic Policy.—-The fundamental problems _re- 
ceiving Government consideration are, therefore, the morato- 
rium, blocked funds, and the revival of foreign trade. In- 
deed, the present hostilities in Europe should greatly assist 
Spanish activity, and this opportunity has undoubtedly 
accelerated the logical course of concluding trade agreements 
with France and the United Kingdom for a wide exchange 
of commodities, to be followed possibly by others with the 
United States and the South American countries. 


Portugal 


THE year closed better than it opened. Pre-war trade was 
quiet. Nor did peace in Spain bring the anticipated increase 
in sales by Portugal. Crops were good, in some instances 
over average, but prices for wine, cork, resinous products, 
sardines and oil did not satisfy producers. The banking posi- 
tion was sound, though unprofitable, with excess of deposits, 
small call for facilities, and rates cut fine. Throughout the 
year the official discount rate remained at 4} per cent., with 4 
per cent. for rediscounts. On September 7th the Government 
issued a decree both practical and all-embracing. Profiteer- 
ing, hoarding, the undesirable export of foodstuffs or goods 
needed by local industries—all were effectively prevented 
with the minimum inconvenience to trade and the con- 
sumer. No amendment has as yet been necessary—a tribute 
to the skiil with which the decree was drafted. 

In the first ten months State receipts exceeded budgeted 
outlay by $323,421,775 (approximately $1,000=— £10), not- 
withstanding the continuance of all public works planned 
in 1935. This includes irrigation and flood control, hous- 
ing schemes, urban betterment in Lisbon and the provinces; 
the outlay on these things for the ten months being some 228 
thousand contos, say £2,200,000 On November 14th the 
long-established rate of 110 escudos to the £ was broken, 
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and the rate rose to $108.15. Officially, it was stated that 
thereby the Government prevented any increase in currency 
values from reacting too sharply on local costs of living. 

The position of the Bank of Portugal, comparing figures 
for December 13th with those at the beginning of 1939, has 
been strengthened, The ratio of reserves to sight liabilities 
improved irom 42.84 per cent. to 44.01 per cent. Gold 
holdings were unaltered; funds held abroad rose from 
687,283 contos to 897,129 contos; bankers’ deposits were up 
from 624,679 to 664,548 contos. The balance of the 
Treasury account was down from 431,573 contos to 168,538 
contos. Notes in circulation rose from 2,215,808 contos to 
2,433,071 contos. 

To close the year, the estimates for 1940 were presented. 
They called for increased expenditure and additional taxa- 
tion, but were drawn to provide the surplus that has invari- 
ably been obtained ever since the present Minister of Finance 
accepted office. All things considered, Portugal may face 
1940 with reasonable confidence. For twelve years now she 
has lived within her income, and, thanks to reserves thus 
accumulated, she can continue to do so for some time to 
come. 


Switzerland 


IN the first eight months of 1939 there was a marked im- 
provement in business conditions. The recovery in world 
trade, aided by public and defence works, led to consider- 
able industrial activity. The export trade made a marked 
advance. 

The war changed the situation. Measures to conserve 
supplies of materials and food were necessary. Exports fell 
away. Then there was a recovery. By the end of the year 
the chemical, machinery and watch-making industries were 
working full time. 

Foreign Trade.-In the eight peace months, January 
to August, the value of exports was 908.8 million francs, 
against 818.6 millions in the first eight months of 1938. 
The value of imports in the same period was 1,167.9 million 
francs, against 1,035.5 millions. In September the value 
of exports fell to 55.2 million francs, and of imports to 98.4 
millions. But exports in December were valued at 120 
millions, the pre-war level, and imports at 227.5 millions. 

Industry.—-The export industries suffered a serious 
setback through the war in a year which would otherwise 
have shown boom characteristics. The setback was tem- 
porary and due to the wideflung character of Switzerland’s 
export markets. The chief sufferer was the watch industry, 
and exports of watches were up again by the year end. 

Money and Banking.—The stability of the Swiss franc 
was not jeopardised. No restrictive measures were applied 
when war broke out, and capital flowed into the country. 
Between September and December a surplus of 347 million 
francs was imported. In the same months of 1938 the credit 
surplus on capital account was only 73.5 millions. The 
reserve of the National Bank fell by only 84 million francs 
after war broke out. 

The Effects of War. -The Army must remain mobilised 
for defence at a cost of some 5 million francs a day. The 
cost of living is rising; in August the index was 137; in 
December it was 142. Nevertheless, the strain is being stood 
well, and economic life is going on much as usual. 


Eastern Europe 


Poland 


Tue available figures for the first half of 1939 showed a 
lurther increase in investment, both public and private, par- 
ucularly for rural industrialisation and public works. This 
was accompanied by a large-scale expansion of credits by 
the Bank of Poland. The index of industrial production 
rose during the second quarter from 123.5 to 128.5 (1928 

100), against 119.0 in the second quarter of 1938. The num- 
ber of registered unemployed fell at the end of June to 
215,000, 80,000 less than in June, 1938. In agriculture, 
which still employs 63 per cent. of the population, there was 
4 slight improvement due to higher prices for grain, com- 
pared with the second half of 1938; better export openings 
permitted the disposal of the good crop surpluses of 1938. 
On the other hand, the rapidly developing dairy and meat 
dustry suffered a considerable slump in prices during the 
second quarter. A striking feature of the Government’s 
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economic policy during this period was the trend towards 
the stimulation of private initiative; this was reflected first 
of all in the revised credit policy of the Bank of Poland. 

Money and Banking.—The outflow of deposits, due to 
the tension in international politics after March ceased 
almost entirely in May. In order to cope with the increased 
credit requirements for production and capital investments, 
as well as with the outflow of deposits, the Bank of Poland 
was empowered at the end of March, 1939, to enlarge the 
credit reserve by 1,200 million zlotys—a sum practically 
equal to three-fourths of the total circulation at that time. 
This additional issue of 1,200 million zlotys was destined 
for home requirements and, being covered from home re- 
sources (internal loans and funds), was treated as something 
apart from the obligatory gold reserve percentage. Thus, 
while the gold reserve remained almost unchanged at 459 
million zlotys during the first half of 1939, and while the 
parity of the zloty remained unaltered, the total circula- 
tion was increased from 1,792 million zlotys in January to 
2,328 million zlotys in June, 1939. 

National Defence Fund, Investment and the Three- 
Year Plan.—The Law of March 27, 1939, authorised the 
Government to spend (over the period April 1, 1939-March 
31, 1942) the following amounts: —(1) Up to 1,200 million 
zlotys for the National Defence Fund; (2) up to 850 million 
zlotys for investment, including the rural electrification 
scheme; the extension of the natural gas works system; 
oil drilling; maritime investments; inland water works; 
State buildings; land improvements; investments; tend- 
ing to improve the sale of farm products; invest- 
ments for State enterprises (Polish State Railways and 
Polish Post, Telegraph and Telephone); the construc- 
tion and upkeep of roads and bridges, to be financed 
out of the State Road Fund; and finally, credit and 
investment facilities for the Land Reform Fund. The 
Law authorised the Minister of Finance to raise the credits 
either at home or abroad. Payments during the first five 
months of 1939 towards the National Defence Fund and the 
Air Raid Defence Loan amounted to 519 million zlotys, 
being as high as 77 per cent. of the estimated yearly total. 
This was achieved without the aid of foreign credits. 

Foreign Trade.—Official figures showed a further in- 
crease in foreign trade, compared with 1938 :— 

(In millions of zlotys) 


Imports Exports Balance 
First half of 1938 ... 663 556 9 
First half of 1939 ... 644 672 +28 


Export surplus. Import surplus. 

Industrial activity, especially marked in the iron and 
steel industry, caused a substantial rise in imports of iron 
ore from 286,000 tons in 1938 to 442,000 tons in 1939. The 
increased exports were, of coal, from 5,313,000 to 7,364,000 
tons; rye, from 8,000 to 250,000 tons; and iron and steel, 
from 46,000 to 152,000 tons. The reincorporated Transolzan 
District contributed greatly to the increased exports of 
coal as well as of iron and steel products. 

Then came the war; brutal invasion followed by ruthless 
exploitation. The devastation caused by the German inva- 
sion of Poland in September, 1939, has, no doubt, had a 
disastrous effect upon the industrial capacity of Poland, par- 
ticularly in view of the present policy of the invader, which 
aims at turning Poland into a farming land. 


Hungary 


Ar the beginning of the year it was supposed that Hungary 
came under the political and economic sway of Germany. 
This view was disproved: the realistic policy of the Govern- 
ment of Count Teleki succeeded in maintaining the country’s 
independence. The increase of territory and population, due 
to the reincorporation of Ruthenia, was accompanied by 
economic recovery backed by the Government’s Five-Year 
Investment Plan and by good harvests, though this was 
hindered by political uncertainty and severe anti-Jewish 
measures. After a general election, which brought an over- 
whelming majority to the Government, the Hungarian Nazi 
movement, which had looked so dangerous at the year’s 
beginning, entered upon a period of decline. 
Finance.—Re-armament and the organisation of the 
newly reincorporated territories put heavy burdens on State 
finances, though the cost was met by the reserves of the 
Treasury. The Budget year 1938-39 disclosed a deficit of 
52 million pengés. Revenue estimated at 878 millions reached 
1,015 millions, but expenditure reached 1.067 millions, 
against the 848 millions estimated. The new e..imates cover 
the period July 1, 1939-December 31, 1940, and these one- 
and-a-half-year Budget estimates show revenue of 1,629 
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millions and expenditure of 1,732.2 millions. The Five-Year 
Plan for 1,000 millions for investment is covered by a capital 
levy of 600 millions and an internal loan of 400 millions. 
At the year-end the whole loan of 400 millions had been 
issued and taken up by the banking institutes, industry and 
agriculture. The funds of the Government with the National 
Bank at the end of the year were 217 millions, against 
193 millions in January, 1939. 


Currency and Credit.—Recovery was aided by the 
National Bank of Hungary, which issued 100 million pengos 
of credit—76 millions in 1938 and 24 millions in 1939—to 
the Treasury to support higher production. The Bank created 
an organisation to regulate the money market in order to 
exploit more efficiently all capital reserves. The note circu- 
lation at the end of the year amounted to 974 million pengos, 
against 863 millions in December, 1938, and reached its peak 
with 1,087 millions in September. The war caused temporary 
withdrawal of banking deposits, which, after fluctuations, 
reached 1,573 millions at the end of October, 1939, compared 
with 1,542 millions in December, 1938. The rise in note cir- 
culation is partly explained by the increase of territory and 
population and partly by economic recovery. The commercial 
portfolio of the Bank increased to 585 millions, compared 
with 511 millions in December, 1938. Gold reserves declined 
slightly from 221 millions in December, 1938, to 201 millions 
at the end of 1939. 


Foreign Trade.—In the year imports were valued at 
489.3 millions, against 410.6 millions in 1938, and exports at 
605.8 millions, compared with 522.4 millions. Trade with 
cash-paying countries declined and caused anxiety about raw 
material supplies, but, after the war started, efforts were 
intensified to raise exports to the Western countries. 


Roumania 


Two outstanding events characterised the year. One was, 
without being actually enacted or even admitted officially, 
the devalorisation of the leu. The second was close economic 
collaboration with Germany. 

In fact, the leu has been depreciated for several years; and 
the “black” rate for sterling reached, during the spring 
panic, 2,200 lei compared with the official rate of 660. After 
a long array of more or less inefficient exchange regulations, 
it was decided in the autumn that 70 per cent. of the pro- 
ceeds of all exports should be freely sold by the exporters 
to the holders of import certificates, while 30 per cent. were 
to be delivered to the National Bank at the former official 
rate. Out of the total exchange available, 45 per cent. will 
be reserved for armament purposes and Government pay- 
ments, 30 per cent. for raw materials and only 25 per cent. 
for all other payments abroad. 

The economic agreement with Germany of May last aimed 
at the wholesale reorganisation of the Roumanian economy. 
Agriculture was to be adapted to German needs. Actually, 
only the production of soya beans has made any noteworthy 
progress since; the area under soya cultivation attained 
103,000 hectares during 1939, and exports to Germany may 
reach 75,000 metric tons. Efforts are being made to produce 
cotton, but the crop so far is only a fraction of Roumania’s 
own needs. Germany committed herself under the general 
scheme to prospect new oil-bearing areas and to supply drill- 
ing machinery; and to construct roads and railways with a 
view to exploiting forests in the remoter parts of the Car- 
pathians. 


Agriculture and Industry.—In general Roumania was 
prosperous. The cereal crop was satisfactory, estimates of 
the wheat crop running as high as 400,000 carloads, com- 
pared with 308,000 carloads—the average for the preceding 
seven years. Prices during the autumn were sufficiently satis- 
factory for the payment of export premiums to be discon- 
tinued after September last, prices f.o.b. Constanza having 
reached the level of prices fixed for internal sales. Crude 
oil output at 6,250,000 tons was very little behind the pre- 
vious year’s output. Industrial output (first nine months) was 
the same as in 1938: the monthly average for leather was 
183.5 (1928=100), compared with 150.5 in 1938; for tex- 
tiles 163.4 (174.8 in 1938); for lumber 77.8 (75.8 in 1938). 


Foreign Trade.—Foreign trade in the first ten months 
showed an increase. Exports were valued at 20.4 milliards of 
lei against 17.2 milliards and 25.9 milliards respectively in 
the corresponding periods of 1938 and 1937; and imports, at 
19.2 milliards, against 15.8 milliards and 15.6 milliards re- 
spectively. Germany heads the list on both sides; together 
with Czechoslovakia, she took 8.4 milliards of exports and 
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supplied 10.6 milliards of imports, England came thirg 
behind Italy in Roumanian exports and fourth behind Italy 
and France in imports. ; 


Banking and Finance.—The position of the National 
Bank has not deteriorated very sharply, despite the war. Th 
fiduciary note issue at the end of the year was 48.4 milliards 
of lei (34.9 milliards at the end of 1938), 9 milliards of this 
being due to the panic during August and September, 
Similarly discounts of bills have increased during 1939 from 
11.5 milliards of lei to 18.9 milliards, 6.2 milliards being the 
difference between end of July and end of September. 

The State Budget is balanced at 84.6 milliards of le, 
out of which 32.3 milliards was for current expenditures, 
43.3 milliards for autonomous State institutions, such as rai- 
ways, monopolies, etc., and 7.7 milliards for national defence. 
Revenue during the first ten months on the current Budget 
was 27 milliards, and expenditure 25.7 milliards of lei. 


Jugoslavia 


ECONOMIC progress was satisfactory until September. Since 
then war conditions, difficulties in securing industrial goods 
and raw materials, rising Government expenditure, taxation 
and prices—all these have foreshadowed a lower standard 
of living in 1940. 

Foreign Trade.—-In spite of a poor first quarter and a 
break in September, foreign trade maintained the ground it 
held in 1938. This was particularly true of exports: the fall 
in quantity after September was made up by a rise in prices; 
and greater exports of livestock compensated for smaller 
sales of agricultural produce, especially grain—of which r- 
serves are being stored by the Government. Thus, while the 
total tonnage of exports for eleven months fell to 3,068,000 
against 3,400,000 in eleven months of 1938, the value rose 
to 4,793 million dinars against 4,521 millions. 

Of these exports, the German share (in value), including 
the Czech Protectorate, was 44.72 per cent., against 50.49 
per cent. in 1938, while exports to Germany proper fell from 
42.50 to 30.42 per cent. 

Imports, which declined after September, were slightly 
smaller in 1939 at 1,057,000 tons for eleven months, com- 
pared with 1,155,000 in eleven months of 1938, and were 
valued at 4,357 million dinars compared with 4,574 millions 
The purchase of raw materials for industry was a serious 
problem after September, especially as much of it had to be 
diverted from ordinary business to military uses. 

Agriculture and Industry.—The harvest in 1939 was 
moderately good; wheat (28.4 million metric cwts.) just 
failed to reach the record 1938 figure of 30.3 millions 
Maize—a poor crop owing to the drought—yvielded only 36.9 
million metric cwts, against 44 millions in 1938. All the 
fruit crops were bumper ones. 

Industry went ahead until September, especially mining, 
smelting and the electrical trades, followed closely by tex- 
tiles, chemicals, sugar, beer, glass and paper. The advance 
was reflected in a new high record of employment in August 
—767,000 against the previous high level of 757,000 in 1938. 
War, however, has hit industry more severely than any other 
branch of economic life: lack of high-grade coal hampers 
general production, and the shortage of necessary raw mate- 
rials particularly affects the manufacture of textiles, leather. 
preserves, soap and candles. Reduced supplies of coal and 
petrol are creating transport difficulties. 

Finance.---War has caused a general tendency to invest- 
ment in durable goods and immovable property, and there 
has been a consequent withdrawal of savings deposits, which 
fell from 11,478 million dinars at the end of 1938 to 10,140 
millions on December Ist. The need for military prepared- 
ness has also put a strain on Government finance. In spite 
of receipts of 8,235 million dinars from April to November; 
compared with 8,170 millions in the same months of 1938, 
it has been necessary to increaSe taxation by 15-20 per cent. 
on the average. This, together with rising prices—the general 
price index in November was 86.8 against 76.7 in November. 
1938, and the index of import prices 91.3 against 71.8—1s 
causing an agitation for rises in salaries and wages. 


Bu lga ria 


THE year was again satisfactory. The war led to diff- 
culties in the supply of raw materials and to a rise of their 
prices. Industrial production, which increased until Sep- 
tember, fell subsequently. State intervention in economic life 
after September was intensified. Prices were controlled. The 
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general wholesale price index (1926 = 100) rose to 76.3 at the 
end of November against 75.5 in November, 1938, a rise of 
2 per cent. The rise in the price of imported products was 
marked—more than 20 per cent. The smaller increase in the 
price of export products was due to the fact that, owing 
to poor crops, the prices of these commodities were already 
high at the end of 1938 and the beginning of 1939. 


Money and Banking.—In spite of political events 
abroad, banking continued to be normal. The outbreak of 
the war in September caused no disturbance or undue with- 
drawals of bank deposits. In general, bank deposits showed 
an increase of 5 per cent. compared with the preceding year. 
The demand for credit was larger during the year than in 
1938, especially after September. This was principally due 
to increased State intervention in the purchase of cereals, 
which was financed by the banks. The amounts advanced 
by the National Bank of Bulgaria to other banks reached 
the figure 1,923 million leva at the end of November against 
735 millions in November, 1938. Notes in circulation showed 
an increase. The average circulation was 4,464 million leva 
against 2,988 million leva in the preceding year. 

Foreign Trade.—Both exports and imports increased 
in the course of the year. Thus, the value of exports in 1939 
was 6,065 million leva, the highest since 1929, and an 
increase of 9 per cent. over the preceding year. Imports were 
valued at 5,164 million leva, an increase of 5 per cent. The 
export surplus was due to a favourable trade balance with 
Germany, who took 68 per cent. of total exports and sent 
59 per cent. of total imports. There was a marked reduc- 
tion in exports to countries with free exchanges. Imports 
and exports together in trade with free exchange countries 
were only 18 per cent. of the total value of foreign trade. 
The import trade was disturbed after September owing to 
difficulties in the supply of raw materials and to the insuffi- 
cient inflow of free exchange. The increase in exports was 
due to larger crops, especially of fruit, vegetables, cereals, etc. 

Public Finance.—Ordinary State receipts rose by 8 
per cent. compared with 1938. The budget accounts for 
eleven months showed a surplus of 450 million leva against 
267 million leva in eleven months of the preceding year. This 
favourable budget position enabled payment to be made for 
extraordinary military expenditure as well as making it 
possible to avoid heavy recourse to borrowing. 


Greece 


NOTWITHSTANDING the war, economic conditions in Greece 
were, on the whole, fairly good. This was due mainly to good 
harvests and, in addition, to the maintenance of a satisfac- 
tory industrial activity during the first eight months of the 
year. Import restrictions became tighter after September, and 
several other restrictive steps were taken, in order to meet the 
problems created by the war, and, generally, to adapt the 
country’s economy to abnormal conditions. Particular efforts 
are being made to increase agricultural production, in order 
to make the country as little dependent on imports from 
abroad as possible, at least for foodstuffs. 


Agriculture, Industry and Commerce .—The year was 
again a good one for agriculture, with record crops for most 
products. As a result, it has been possible further to restrict 
imports from abroad, especially of wheat. The index of indus- 
trial production for the first three quarters showed an in- 
crease in the volume of output of some 9 per cent. compared 
with the corresponding period in 1938, The rate of produc- 
tion during the last four months of the year is expected to 
have somewhat slowed down—in spite of State orders— 
owing to the general disturbance caused by the war and the 
consequent lack of foreign raw materials. Internal trade, too, 
has been slack since September; confidence was shaken by the 
war; credits were restricted or even withdrawn; the disposal 
of crops proceeded slowly; farmers were reluctant to sell, 
hoping to obtain higher prices later on; while consumers, 
whose purchasing power tended to decline, were content to 
cover only their immediate needs. 


Foreign Trade.—Foreign trade was affected by inter- 
nauonal events and the restrictive measures adopted by most 
countries. Both imports and exports declined during the last 
four months of the past year. Total imports for the year fell 
to 2,483,560 tons, valued at Drs. 12,275 millions, from 
2,741,249 tons, valued at Drs. 14,761 millions in 1938; while 
exports fell to 1,256,814 tons, valued at Drs. 9,200 millions, 
from 1,349,359 tons, valued at Drs. 10,149 millions in 1938. 
The balance of trade, however, shows an appreciable im- 
provement, the import surplus being reduced from Drs. 4,612 
millions in 1938 to Drs. 3,075 millions. 
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Currency and Trade.—This improvement in the trade 
balance, coupled with strict economies in the granting of 
foreign exchange by the authorities, a favourable balance of 
capital movements, increased receipts from certain invisible 
items of export, and the non-existence of a “ black” market 
(thanks to the severe control of capital movements to and 
from the country), accounts for the present sound exchange 
position. ‘There was a small increase in the central bank’s 
holdings of gold and foreign exchange, notwithstanding 
lower receipts from shipping profits, emigrants’ remittances 
and foreign tourist traffic. The external value of the drachma 
has accordingly been stable throughout the year, following, 
however, the fluctuations of sterling, to which it remains 
linked. Its internal value, measured by the index of whole- 
sale prices, was firm during the first eight months of the year, 
and thereafter started to fall as world prices rose; at the end 
of December it had registered a net fall of slightly over 
10 per cent. 

A remarkable increase was seen in the note circulation, 
which stood at Drs. 9,453 millions on December 31st, 
against Drs. 7,239 millions at the end of 1938. This increase 
—part of which is covered by a proportionate increase in the 
foreign exchange holdings of the central bank—is due, 
mainly, to international events, which twice in the course of 
the year caused a withdrawal of bank deposits, the hoarding 
of currency, and a strong demand for credits, all necessitat- 
ing an expansion in the note circulation. The peak was 
reached on September 7th, when the note issue stood at 
Drs. 10,676 millions. Then, with confidence slowly restored, 
the notes began returning to the bank. 


Public Finance.—The strain on national finances caused 
by the abnormal European situation necessitated a moderate 
increase in taxation. Budget revenue and expenditure for the 
months of April to November were both higher than in the 
corresponding period of 1938, expenditure showing the larger 
increase. On the other hand, gross receipts from the revenues 
assigned for the service of the public debt showed a small 
decline for the first 11 months compared with receipts of a 
year before. Greece continued paying during the past year 
40 per cent. of the contractual service of her foreign debt 
and 75 per cent. of that of the internal debt. 


Northern Europe 


Denmark 


THE Stauning Cabinet remained unchallenged in power, as 
it has done since April 29, 1929. The traditional Danish 
foreign policy of impartial neutrality has been strictly 
adhered to. On May 3lst a non-aggression pact with the 
German Government was signed in Berlin and shortly after- 
wards ratified by the Rigsdag. 

The outbreak of war on September 3rd has made the con- 
tinuance of normal life difficult. Although the belligerent 
Powers do not in principle contest Denmark’s right to carry 
on normal trade, the methods employed by the Germans in 
maritime warfare have caused the loss of many Danish sea- 
men’s lives and much tonnage, and made it difficult to keep 
up regular exports and imports, The outbreak of the Finno- 
Russian war on November 30th increased the general feeling 
of insecurity about the future. 

By a referendum on May 23rd the electorate rejected, 
by a narrow margin, a Bill calling for a change in the 
Constitution. 


Finance.—The figures for the normal State finances are 
follows :— 


Budget 
Accounts Budget Bill 
1938-39 1939-40 1940-41 
(in million kroner) 
Te PI onc sides. ccscacsses. 543-2 507-0 485-5 
Total expenditure................ . 502-8 502 
Hereof : Social purposes (sick 
benefit, old-age bene- 
Pi NG iii cacidccsccicess 176-4 173°8 177-7 
Furtherance of trade 
and industry ......... 48-9 35-3 34-8 
BND iakiencisestescixceds 61-7 52:8 53°6 


But extraordinary expenditure since September 3rd and 
consequent increased taxation supplemented by loans will 
completely change the estimates both for 1939-40 and 
1940-41, 
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Prices.—During the first half of 1939 the complete 
wholesale price index remained practically stable at about 
110 (1935 = 100), but the index of import prices rose, and 
the index of export prices declined by a few points. On the 
outbreak of war import prices rose rapidly, while export 
prices did not. At the end of the year the index of import 
prices was 164 and the index of export prices 126. This is 
an unfavourable position, and will in the long run cause 
important economic difficulties. 


Agriculture and Industry.—-The net working profit of 
agriculture was estimated to be Kr.92 per hectare in 1938-39, 
against Kr.99 per hectare in 1937-38, equal to a yield on the 
capital invested of 3.3 per cent, in 1938-39, against 3.6 per 
cent. in 1937-38. The index of industrial production rose 
from 108 in 1938 (1935=100) to 115 for January-November, 
1939. Unemployment at the end of the year was 32.3 per 
cent., against 31.6 per cent. at the end of 1938, but the 
average for 1939 was 18.4 per cent., against 21.4 per cent. 
for 1938. 


Foreign Trade.—The figures of foreign trade for the 
last three years are as follows: — 


Fotal Potal i iporl 
Imports Exports Surplu 

(in million kroner) 
1937.... 1,673-8 1,568-5 105°38 
ee Eseene 1,625-3 1,534-9 90-4 
1939 (preliminary figures 1,730°3  1,569-9 160-4 


Trade with Great Britain and Germany has moved as 


follows :— 
Imports Exports 

from to 
(in million kroner 
1938 : Great Britain 522 780 
Germany ... 369 280 
1939 : Great Britain 533 752 
Germany . 428 335 


Ba’ king, etc.—The foreign exchange reserves of the 
Nati nal bank and the leading private banks, which were 
about Kr.120 millions at the beginning of the year, dropped 
to about Kr.70 millions in September, and were, at the end 
of the year, estimated at about Kr.5 millions. The earnings 
of Danish shipping, however, are rising, and may in due 
course have a favourable influence on the foreign exchange 
position. The earnings of shipping were estimated at Kr.400 
millions in 1939, against Kr.277 millions in 1938. The note 
circulation was Kr.417.1 millions at the end of 1937, Kr.441.1 
millions at the end of 1938, and Kr.599.8 millions at the end 
of 1939. On September 20th the discount rate was raised 
from 33 to 44 per cent. and on October 10th to 5} per cent. 


Norway 


THE year divides itself into two distinctly separate parts: 
the pre-war period of eight months, and the span of four 
months after the outbreak of war. Financial and economic 
developments during the former period, although hampered 
by political unrest abroad, had a comparatively smooth run; 
business results were slightly more favourable than in the 
corresponding period of 1938. But, although the outbreak 
of war in September was not followed by the “ usual ” symp- 
toms of panic, the new state of affairs brought about a 
radical change in the whole of the country’s economic life. 


Finance and Banking.—At the beginning of 1939 the 
money market was easy, and loan operations were carried 
through on favourable terms both by the Government and by 
some of the municipalities. But in April money rates rose 
considerably, and there was a corresponding fall in prices of 
bonds. There was a partial recovery in the summer; but 
during the last four months of the year prices again sagged; 
and at the close bonds, including gilt-edged, were lower 
than for many years. 

The returns of the Norges Bank were satisfactory during 
the pre-war period. Notes in circulation then varied between 
440 and 475 million kroner; but a sharp rise during the 
latter part of the year brought this up to a record high level 
of 582 million kroner—while, at the same time, loans and 
discounts rose from 180 to 310 million kroner. Chiefly on 
account of extraordinary imports, paid for in cash, holdings 
of foreign exchange were heavily drawn upon, the balances 
of the Norges Bank (including gold) declining by some 80 
million kroner between August and December. Bank rate 
was increased on September 22nd from 34 to 44 per cent. 
The krone, after having been linked to the pound since 1933, 
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broke away from sterling at the outbreak of the war and was 
“ pegged ” at 4.40 to the dollar. Sterling has fluctuated be- 
tween 16.65 and 19.90. The State Budget for 1939-49 
showed total expenditure of 635.5 million kroner, which was 
a rise of 70 million kroner from the preceding fiscal year. 


Business Activity.—Prices were steady up to the out- 
break of war. They have since risen by about 18 per cent. 
The turnover of domestic trade was satisfactory, and the 
building industry showed great activity until September: 
unemployment figures were lower than in 1938, except in 
January and April. Industrial production increased during 
the year, especially in home industries. The index of indus- 
trial production rose from 100.1 to 106 in the year. 

Foreign trade was higher in 1939—before as well as after 
the outbreak of war—than in 1938, and the excess of imports 
in the first eleven months was 487 million kroner in 1939 
against 395 million kroner in the same period of 1938. (It 
should be noticed, however, that import values are calcu- 
lated on the c.i.f. value of the goods, a fact which greatly 
influences the figures for September to November, when 
freight rates rose heavily.) Agriculture had a less satisfac- 
tory year than in 1937 and 1938, which were record years 
for crops. But rising prices during the latter part of the 
a brought the total value of production up to the 193% 
evel. 


Fisheries and Shipping.— The quantities of fish landed 
were lower than in 1938, and reduced prices, especially for 
cured codfish, proved a great handicap. The total value, 
however, was somewhat higher than in 1938, chiefly owing 
to better prices for fresh fish. The catch of whales netted 
about 57 million kroner against 74 millions in the previous 
season, Oil production being 733,000 and 988,000 barrels, 
respectively. 

Shipping had a rather poor pre-war period with unattrac- 
tive freights, especially for tankers. But the outbreak of hos- 
tilities in September brought about a complete change of 
conditions, and in spite of loss of tonnage and increasing ex- 
penses it is computed that gross freights will amount to 
about 1,000 million kroner, against 700 million kroner in 
1938. 


Sweden 


UNTIL the war broke out economic activity in Sweden was 
satisfactory. At 129.8 (1935=100) the general index of 
business activity was at a higher level than the peak of 124.2 
in the August of 1937, a record year. It was very much 
higher throughout the year than the low levels of 112 and 
113 reached in 1938. Had the war not come to dislocate 
Swedish trade the autumn would have seen a boom and new 
high records. Even as it was, in spite of the decline in build- 
ing after war broke out and the obstacles put in the way of 
exports, the index rose to over 130 in the last three months 
of the year. In part this was due, not only to public and 
defence works, but also to the intensification of the iron 
ore trade with Germany. 


War Trade.—<Actually the German minefields, set in 
waters Claimed by Sweden as territorial, have not hit Swedish 
exports—which take up a quarter of Sweden's industrial 
output—quite so badly as was feared. Exports in November. 
for instance, were actually higher than the value of Kr. 172 
millions recorded in November, 1938; they were valued at 
Kr. 180 millions; while imports, valued at Kr. 274 millions. 
were as much as 40 per cent. up. Timber, pulp, paper and 
iron ore have gone out satisfactorily to overseas Customers. 
and there has been no great difficulty in securing overseas 
supplies, though the strain on shipping and on railway 
transport is greatly increased by the belligerents’ war 
measures. The loss of ships and seamen torpedoed or mined 
by the Germans is a heavy price to pay for neutrality 
Nearly two-thirds of Sweden’s trade is carried on outside 
the Baltic and exposed to heavy war risks, and to carry on 
her usual large trade with Britain, the United States and 
Latin America is rendered dangerous. It is, however, being 
done, apart from some fall in shipments of pulp and paper; 
and, similarly, trade with Greater Germany which represents 
about a fifth of Sweden’s total trade (more than Britains 
trade, which is just under a sixth) is being maintained and 
even expanded. 


Prices.—There has been an increase in the price 0 
imported goods. The wholesale price index stood at 127 in 
September; it was 158 in December. The index of the cost 
of living, however, has been held down by official measures. 
In September it was 108.4. In December it was 112.2. 
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British Empire 


Canada 


Tue year held varying fortunes for Canada, It closed for the 
second time in a generation with the country on a war 
economy. The economic year fell into two halves. The 
first included eight months of peace with business static 
in the first quarter, followed by a moderate advance during 
the summer months. The second period comprised the first 
four months of the war. Its dominant features were an 
abundant harvest and an increase in activity in the industries 
producing manufactured products, raw materials and food- 
stuffs, essential for the Allies. 


Agriculture._-The western wheat crop, always an im- 
portant factor in the national economy, for the first time 
for many years far exceeded in volume earlier forecasts, and 
the total yield of wheat is now placed at 489 million bushels, 
the second highest in Canadian history. The aggregate agri- 
cultural income of Canada for 1939 is estimated at 1,133 
millions, which represents a gain of 107 million dollars over 
the figure for 1938 and is the highest figure recorded since 
1930. 

This increase in rural purchasing power gave a stimulus 
to general business in the last quarter of the year, and there 
was a further increase of buying power from the Govern- 
ment’s war programme. Large sums of money began to be 
disbursed through Army payrolls and dependants’ allow- 
ances, and the impetus given to a wide variety of industries 
by war orders was responsible for a decrease in unemploy- 
ment and increased payrolls, in some cases through rises in 
wages. So the later months of the year witnessed a good im- 
provement in retail trade. 

Industry.—The mining industry had a very prosperous 
year with its total production attaining record levels. The 
price of gold remained profitable, and the mines producing 
base metals benefited from the demand for their output for 
munitions, The forestry industries, after struggling with 
difficulties in the first half of the year, began to benefit 
from the diminution of competition from the Baltic coun- 
tries, and gradually found themselves in a sellers’ market 
with rising prices for their products. The fishery industry, 
however, again had a poor year through lack of export 
markets. 

In the manufacturing ficld the heavy iron and steel in- 
dustries, the equipment firms and machinery plants, all had 
a good year with war orders gradually increasing their scale 
of operations; and there was a great expansion of the air- 
craft industry. The textile mills were busier than they had 
been for some years past, and the farm implement plants also 
had more orders. On the other hand, industries engaged in 
the production of luxury goods like motor cars and radios 
have suffered from the war. 

After the war broke out a system of controls under the 
egis of the Wartime Prices and Trade Board was established 
for the sugar, wool, fuel, leather and bicon industries, and 
people engaged in them had to accommodate their business 
plans to a number of new and drastic regulations, Further in- 
convenience was caused by the establishment of a system of 
foreign exchange control operated under the Bank of Canada, 
but after some initial friction it is now working with reason- 
able smoothress. 

Prices.—The level of commodity prices was virtually 
stationary during the first half of the year, but, after the out- 
break of war, a rise began, and for December the wholesale 
index of the Bureau of Statistics was 81.7, compared with 
73.3 in December, 1938, a gain of about 9 per cent. The 
cost of living index had a narrower giin, rising from 83.6 
in December, 1938, to 85.5 in December, 1939, The stock 
markets opened the year with a burst of activity, but a re- 
cession followed in March, and the prevailing trend was 
downward till the war began. It was responsible, contrary to 
expectations, for a sharp upward movement in stocks, but 
the boom petered out about the middle of October, and 
some of the ground gained has been lost. The “ Investors ” 
index of the Bureau of Statistics, which was 102.9 for 
January, had fallen to 101.2 by December. The bond market 
has experienced less severe fluctuations. but greater fall in 
its price level: the Bureau’s index for the price of long-term 
Dominion bonds was 113.1 in December, compared with 
117.5 in January. 

Finance and Banking.—-The Federal revenues were 


tather unsatisfactory during the early part of the year, but 
they profited by the increase of taxation decreed at the 
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special session of Parliament in September. The Federal 
Governme..t was able to borrow short-term money through- 
out the year at low rates, under 1 per cent., and its financ- 
ing operations were successful, but the war is now putting 
a hard strain on its resources. The banks on the whole had a 
good year, and were able to maintain their dividends, The 
railways benefited by the larger grain crops and the general 
increase of business, and their earnings showed a substan- 
tial improvement. 


Australia 


THE financial year ended June 30, 1939, was a difficult one. 
Drought conditions and the lower level of prices for practi- 
cally all agricultural export products (except beef), especially 
serious in the case of wheat, reduced total receipts from farm- 
ing very substantially, and the resulting decline in farm pur- 
chasing power was reflected in a smaller total of overseas 
trade, and some increase in industrial unemployment. The 
percentage of trade union members unemployed rose from 
8.6 in June, 1938, to 9.7 in June, 1939. 


Agriculture.—The wool clip totalled 985 million Ibs. 
in the 1938-39 season, compared with 1,023 million Ibs. in 
1937-38. The value of wool per Ib. in 1938-39 averaged 
11.3d. for greasy and ls. 5.4d. for scoured, compared with 
ls. 1.7d. and Is. 9.8d. respectively in the previous year. The 
area under wheat for the 1938-39 season was 14,224,680 
acres, compared with 13,734,951 acres in the previous year; 
and the yield was estimated at 154,427,090 bushels, against 
187,255,000 bushels. The average export price of wheat fell 
from 4s. 5.1d. per bushel in 1937-38 to 2s. 9.2d. in 1938-39. 


Overseas Trade.— Overseas trade showed some decline. 
The value of imports of merchandise for 1938-39 amounted 
in sterling) to £99,387,900, a decline of £12,346,000 on 
1937-38. 

Exports of merchandise were valued at £96,406,789 in 
1938-39, or £15,875,000 less than in 1937-38. The merchan- 
dise figures show an import surplus of £2,981,000 as com- 
pared with an export surplus of £548,422 in 1937-38. The 
excess of exports of bullion and specie was £12,324,805, 
against £11,314,397 in 1937-38. 


1937-38 1938-39 





Per cent 

exported 

Expor to Great 

Ccenatiliag Values Ouantitie Values Britain, 

alien (a eer (a) 1938-39 

Lbs. m £000's Lbs. mr £000's % 

W ool, greasy 722 41,282 793 37,289 41-9 
Wool, scoured 62 7,348 71 5,325 49-2 
Wheat... 5,671 20,910 3,801 8,757 22-8 
Flour .... 1,263 6,045 1,451 4,541 16-4 
Butter .... sand 197 10,143 229 12,228 94°38 
Frozen mutton & lamb 201 5,340 185 4,801 97-1 
Frozen beef.......... 293 4,342 273 4,323 91-3 


(a) Recorded values in Australian currency 


Finance.—The accounts for the Commonwealth and 
States for the year ended June 30, 1939, are set out in the 
following table: — 





> Gross Publi 
State Revenue Expenditure = , 





Debt 
(Values in £000's) 
New South Wales.... 58,848 | 61,596 { 359,844 
WD sincscncaceses (a) (a) 179,698 
Queensland ...........04 19,330 19,316 |} 127,598 
South Australia ... 7 ; ; 12,298 12,700 | 108, 887 
West Australia....... 10,950 11,170 95,473 
>. Se 7 3,615 3,641 26,267 
Commonwealth.......... 95,064 94,437 397,250 


(a) Not availabie 


New Zealand 


DuRING 1939 internal trade was maintained at a high level, 
but external trade had difficulties to meet. The financing of 
the Government's capital expenditure by expansion of credit, 
which was the prime cause of the depletion of sterling funds 
and of the control imnosed over external trade and exchange 
from December 5, 1938, continued at a reduced rate and 
stimulated internal purchasing power and trade. Now 
that imports are restricted and exchange rationed, credit 
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expansion cannot spend itself, as before, in additional im- 
ports, and its effects must be looked for within the country. 

Under restriction, imports have been reduced, shortages of 
imported goods are becoming more frequent, and prices, 
influenced also by war conditions, are slowly moving upward. 
Meanwhile, the steady rise in costs continues, farmers have 
difficulty in attracting labour from public works, which offer 
higher pay and shorter hours; and dairy production, which 
has had a poor season, has fallen by 15 per cent. in the last 
two years. Manufactures and building, assisted by irnport 
control and Government expenditure, have had a busy year, 
but are now experiencing shortages of essential imported 
materials. Though public works absorbed most of the unem- 
ployed during the last few years, the contraction of import 
trades and of production dependent on imports and the posi- 
tion and prospects of farming are causing concern for the 
near future. Taxation is very high and business confidence 
is low. 


External Trade.—External trade returns for 1929 and 





the last seven vears are as follows: — 
{ millions 

In N.Z. Currency In Sterling 

Year ended Exports Imports °xports Imports 
Oct. 31 

PUP ss <ses0 55-88 48-93 55-88 48-93 
39-74 25-61 32-43 20-97 
49-02 30-16 39-21 24-13 
44-15 35-58 35-44 28-56 
. 56-41 42-02 45-31 33-75 
ES 66-33 54-98 53-28 44-16 
i936... ; 58-79 55-43 47-22 44-52 
1939....... 59-46 53-00 47-59 42°43 


For the year ended in October 1939 the export surplus 
was £NZ6.46 millions, while about £NZ12 millions were 
required ito meet invisible items. Either exports must be 
increased or imports must be reduced further, especially in 
view of repayments due in 1940 on account of the recent debt 
conversion and of export credits. Though the production of 
dairy produce has fallen, wool and meat output has increased 
slightly and prices have been a little higher. Under the 
influence of high labour costs there appears to be a drift 
from types of primary production requiring more to those 
requiring less labour, and a tendency for total farm produc- 
tion to decline. The removal of restrictions on exports for 
the British market, the war agreements for the purchase of 
these exports, and the more attractive prices offered may 
offset these movements. 

For the first half-year of its operation import control by 
licensing failed to reduce imports, which were £NZ1 million 
higher than in the first half of last year. But, under the strict 
rationing of exchange by the Reserve Bank, a decrease of 
£NZ3.5 millions was eflected for the four months July to 
October, 1939. In view of the exchange situation, further 
contraction is expected. The direction of trade has shown 
little change. Over the ten months of 1939 to October, Great 
Britain took 80.6 per cent. of exports and supplied 47.8 per 
cent. of imports, while Empire countries, including Great 
Britain, took 87 per cent. of exports and supplied 74.5 per 
cent. of imports. Nearly half the remaining trade was with 
the United States. 


Banking and Finance.—-The practice of financing the 
Government’s capital expenditure in part from Reserve Bank 
advances was continued in 1939. Comparing the end of 
October, 1938 and 1939, Government advances from the 
Reserve Bank increased from £NZI10.88 millions to 
£NZ23.24 millions, while increases in the Bank’s investments 
brought the total credit expansion to £NZ13 millions. In 
addition, Government deposits at the Batk fell by £NZ1 
million. Of the £NZ14 millions made available, £NZ2 
millions was accounted for by declines in the Bank’s sterling 
exchange from £NZ7.71 millions to £NZS5.74 millions, 
£NZ3 millions went to expand the note issue and £NZ9 
millions to increase trading bank deposits at the Reserve 
Bank. The total net exchange funds held by all the banks 
fell during the year ended October from £NZ11.85 millions 
to £NZ8.75 millions, compared with £NZ28.02 millions in 
October, 1937, and the net note circulation increased from 
£NZ10.79 millions to £NZ13.03 millions. 

The Budget for 1939 showed a surplus of £NZ809,000, 
revenue amounting to £NZ36.58 millions and expenditure 
to £NZ35.77 millions. For 1939-40 revenue is estimated at 
£NZ38.26 millions and expenditure at £NZ38.24 millions, 
and the surplus at £NZ17,000. In addition, and external to 
the Budget, taxes are expected to yield £NZ9.23 millions to 
the social security fund, and other revenue £NZ2.83 millions, 
to meet an expenditure of £NZ12.06 millions. In September 
special war expenditure was estimated at £NZ9.75 millions 


THE ECONOMIST. COMMERCIAL HISTORY & REVIEW OF 1939 


































































‘Feb. 17 


for the second half of the present finar.cial year, and extra 
taxation to yield £NZ2.4 millions of thi: was imposed. The 
remainder is to come from the Budget defence vote, from 
savings elsewhere, and from loans. 


South Africa 

POLITICALLY the main event of the year was Gencral Smuts’s 
successful resistance to General Hertzog’s plan to keep South 
Africa out of the war. Economically, South Africa marked 
time. Up to September expectations of increased activity 
and profits had not been realised, and the outbreak of war 
caused further dislocation. It is unlikely, however, that there 
will be any further falling away. 

Foreign Trade.—In eleven months exports were valued 
at £30,336,000, compared with £28,843,000 in eleven months 
of 1938. In the same period the value of imports was 
£82,932,000, compared with £87,707,000 up to November. 
1938. The import surplus (these figures exclude gold) was 
¢52,596,000, against £58,864,000. Imports may fall away 
still further under war conditions and the import surplus 
should be cut down. Trade with Britain should grow. 


Industry.—South Africa suffered from the disappearance 
of Germany as a buyer of wool and manganese ore. Wool 
prices and the demand for wool are being kept up, however, 
by the organised orders of the British Government, which 
has sent out official buyers. 

The chief mainstay of the South African economy is still 
gold mining. Production in 1939 was 12,820 fine ounces, 
an increase of 1,806 fine ounces since 1933. The gold industry 
has not been allowed to profit from the rise in the price of 
gold due to currency devaluation. Everything over and 
above 150s. per fine ounce is taken by the Government. 

Shipping is already benefiting from the war. United 
States ships can run to and from South Africa. Holland and 
Italy are planning South African lines. 

Banking and Finance. Overseas buyers, owing to 
political uncertainties elsewhere, tend to earmark their pur- 
chases and leave them with the Reserve Bank of South 
Africa. This tendency is clearly shown in the Bank’s gold 
holdings, which were £31 millions on December 22nd 
against £27 millions in January. 

The 1939-40 Budget will not be balanced. The deficit first 
forecast was only £200,000, but war expenditure will increase 
this. In 1938-39 the development was opposite to this: there 
was actually a surplus of £1,650,000 instead of an estimated 
deficit of £100,000. The new deficit for 1939-40 will not be 
very large, however, because of the windfall profits of the 
gold producers, which the Government is taking. 


India 


IN India. the transition from peace to war was smoother 
than was expected, Trading conditions during the early 
month of 1939 were active, and the prospect of war was 4 
signal for a bout of speculative activity in nearly all markets. 
Indian industries were enjoying boom conditions. In the 
political field the Congress Party withdrew its Ministers 
in the eight provinces in which they formed the Govern- 
ments. In every case the Governors assumed charge of the 
interim administration. 

Public Finance.--Revised estimates for 1938-39 leave 
a deficit of Rs. 265 lakhs* instead of a surplus of Rs, 9 lakhs. 
as originally estimated. The Finance Member, in his Budget 
speech last February, estimated that the effect of the trade 
recession weuld mean a reduction of Rs. 81 lakhs in income 
tax, but anticipated an increase of Rs. 50 lakhs from the 
application of the new Income Tax (Amendment) Bill. The 
duty on raw cotton has been doubled, and it is expected to 
vield an additional Rs. 55 lakhs. 

Currency and Exchange Restrictions.—Since the 
war India has acquired a Central Bank. This has 
rendered more easy co-operation with other Empire coun- 
tries. and has contributed to the smooth working of the 
restrictions which the Reserve Bank has had to impose 
in recent months in connection with the import and export 
of gold and silver bullion and dealings in foreign exchange 
In consequence of agreement among the members of the 

*Indian numerical notation differs from European. Large 
numbers are punctuated as crores and lakhs. A lakh is one 
hundred thousand (written out as 1,00,000). A crore is one 
hundred lakhs, that is ten millions (written out as 1,00,00,000). 
Thus, 43,93,00,000 should be read as 43 crores 93 lakhs, or, in 
European notation, 439,300,000. In the above table (and others 
in the article) the final three noughts are emitted. 
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Eastern Exchange Banks Association, all rupee quotations 
are based on the Reserve Bank’s tap rate for sterling. 


Foreign Trade.—The total value of India’s exports to 
all countries, including Burma, in 1938-39 was Rs. 163 
crores (One crore = 10 million rupees) or Rs. 18 crores 
less than in 1937-38. Imports declined by Rs. 22 crores 
compared with the preceding fiscal year. Except for oilseeds, 
Indian exports of most staple commodities recorded con- 
siderable declines in the year under review. All imports, 
except machinery and sugar declined. The rapid industrial- 
jsation of India requires larger imports of machinery and 
increased sugar imports were due to the shortage of the 
domestic sugar cane crop. 

India’s export surplus of merchandise for 1938-39 in- 
creased by Rs. 1,68 lakhs to Rs. 17,56 lakhs, as compared 
with the preceding year. If transactions in treasure are in- 
cluded, then the total visible export balance amounted to 
Rs, 29,44 lakhs in 1938-39 as against Rs. 30,24 lakhs in 
the preceding year and Rs. 64,90 lakhs and Rs. 40,52 lakhs 
in the earlier two years. 

Since the war broke out there has been a noteworthy rise 
in the level of the wholesale prices of primary commodi- 
ties (Calcutta index of all commodities was 137 in Decem- 
ber against 99 in August). This should exert a beneficent 
influence over the entire field of Indian economy. 


CHIEF EXPORTS 
(In crores and lakhs of rupees, thousands omitted) 
Percentage of 
total exports 
of merchandis¢ 
1938-39 in 1938-39 
SS ee 13,39,67 8-22 
Jute manufactures...... 26,26,11 16-12 
Cotton, raw and waste... 24,66,65 15-14 
Cotton manufactures.. 7,11,79 4-37 
| Et SESE Lee oe eee 23,42,47 14-38 
ER SAE EPP bean 15,09,22 9-26 
Grain, pulse and flour ...... 7,74,12 4°75 
ei elle died 5,27,58 3:24 
SO ee 4,91,02 3°01 
Wool, raw and manufactured ... 3,84,95 2-36 
Hides and skins, raw................. 3,84,67 2-36 
Total (with other items) . 162,92,55 100-00 


CHIEF IMPORTS 
(In crores and lakhs of rupees, thousands omitted) 
Percentage of 
total imports 
of merchandise 


1938-39 in 1938-39 


Cotton and cotton goods .. °22,66,20 14°88 
Machinery and millwork .. 19,04,78 12-50 
Gis ...... Sl ila 15,62,41 10-26 
Grain, pulse and flour .............. 13,76,46 9-04 
Metals and ores .. 10,86,52 7-13 
eigen perisiwioesl 6,68, 26 4°39 
Instruments, apparatus and = ap- 

NID srcscuasedecusrenencencneseens 5,85,27 3°84 
Paper and pasteboard ............... 3,22,93 2-12 
Dyeing and tanning substances . 3,11,20 2-05 
NN Mccvanyenusakeeev’ 3,05,29 2-01 
Wood and timber........4... 2,86,69 1-88 

tal (with other items) .. re fy, 100-00 

REVENUE 
(In crores and lakhs of rupees, thousands omitted) 
Revised Budget 
Accounts, Estimate, Estimate, 
1937-38 1938-39 1939-40 
RMGUOTIS o6ssicceses 43,10,75 40,14,00 40,65,00 
Central Excise Duties . 7,66,36 8,25,00 8,28,00 
MOPOTALION TAX. ..60..s0es0cses' 1,88,32 1,87,00 1,88,00 
Taxes on Income other than 

Corporation Tax........02.05+. 12,69,85 12,67,00 12,88,00 
eae en adi tnus ycin'eWucewsten 8,38,77 8,33,00 8,35,00 
Ro isuc cuss suctecwasaseecdsseeese 50,76 §2,54 49,15 
Total (with other items)....... 1,22,48,00 1,22,21,51 1,21,81,95 


EXPENDITURE 


(in crores and lakhs of rupees, thousands omitted) 


Budget 
Accounts, Revised Estimate, 
1937-38 Estimate, 1939-40 


1938-39 


I NN eee une 14,99,95 14,38,46 12,65,66 
Civil Administration............. 10,43,68 10,94,20 11,04,14 
Currency and Mint .............. 37,30 36,30 35,09 
Civil Works and Miscellaneous 

Public Improvements ......... 2,50,24 2,59,94 2,78,28 
Miscellaneous ..........ccccccceers 3,91,01 3,69,52 3,52,21 


52,60,20 52,08,54 


eeeees 1,22,48,00 1,22,21,51 


53,93,26 


1,21,81,95 


Defence Services 





Total (with other items) 


COMMERCIAL HISTORY & REVIEW OF 1939 






23 


Eire 


THE fact that Eire remained neutral did not exempt the Irish 
economy from the impact of the war. Situated in the Atlantic 
on Great Britain’s principal trade routes, Ireland is sur- 
rounded by naval warfare, and the maintenance of her 
exports and imports alike depends upon the success of 
the British Navy in protecting maritime communications. 
Up to the end of the year imports of essential commodities 
were not seriously curtailed, and the only article that has 
been rationed is petrol. The most difficult problem caused 
by the outbreak of war was the cessation of emigration and 
the return of many emigrants from Great Britain, which 
materially aggravated the already large volume of unemploy- 
ment. Indeed, the unemployment problem has assumed 
almost dangerous dimensions, and no very serious effort has 
been made to provide a planned employment policy. 

The war has naturally tended to raise agricultural prices, 
and there is every reason to believe that, if the conflict con- 
tinues, the agricultural population will enjoy a period of 
rising prosperity which is certainly long overdue. It is be- 
coming widely recognised that production should be ex- 
panded, but a rapid expansion of output is not easy to 
attain in view of the difficulty of obtaining imported feed- 
ing stuffs. More than ever the desirability of winter dairy- 
ing based on silage is being realised, and the production of 
home-grown feeding stuffs is being increased by a scheme 
of compulsory tillage, which should also help by improving 
the fertility of the soil. 


Foreign Trade.—Even before the outbreak of war the 
balance of trade was showing signs of improvement as a re- 
sult of the rising price of exports. The improvement for the 
year was substantial. 





1938—1939 
Exports Import 
Imports including Total Trade 
1939—Montt : iene Surplus 

(a) | (6) ( | (as 

. | | ' . 

£ 4 | £ | 4 
January 3,111,607 1,695,761 | 4,807,368 1,415,846 
February 3,085,509 1,811,860 4,897,369 1,273,649 
a 4,402,949 2,046,437 | 6,449,386 2,356,512 
April ........+. 3,552,338 | 1,718,494 | 5,270,832 1,833,844 
May ee esdy 3,379,315 | 1,981,312 | 5,360,627 1,398,003 
, eer 3,770,988 2,026,242 5,797,230 1,744,746 
UE ciscucce | 3,682,158 | 2,166,403 5,848,561 1,515,755 
August ............ | 3,205,755 2,440,888 5,646,643 764,867 
September ........ | 2,894,970 2,458,126 5,353,096 436,844 
ere 3,893,800 2,693,224 6,587,024 1,200,576 
November ........ 4,259,639 2,834,117 7,093,756 1,425,522 
December .. 4,258,406 3,029,149 7,287,555 1,229,257 
Year 1939 43,497,434 26,902,013 70,399,447 16,595,421 
Year 1938 41,414,051 24,245,657 | 65,659,708 17,168,394 








The war has greatly injured two important invisible ex- 
ports, namely, receipts from tourist traffic and from the 
sweepstake. Nevertheless, the balance of payments appears to 
be more satisfactory than in the last few years, principally 
because of the rise in the price of agricultural exports. The 
import balance on visible account appears to be about equal 
to the export balance on invisible account, and it is 
probable that the total payments on current account are just 
about balanced. Any drain on the external currency reserves, 
represented by the sterling assets owned by the banks and the 
public, has been on capital account. It is interesting to note 
that the Government is preparing to establish a central 
bank, presumably on the lines suggested by the Banking 
Commission. Such a bank would have as its principal func- 
tion the maintenance of the parity of the Irish currency with 
sterling. Meanwhile the Currency Commission has added to 
its holdings of gold and private dealings in gold and foreign 
exchange have been placed under rigid control. 


Finance.—The condition of the public finances has dete- 
riorated during the year. In spite of the warnings of the Bank- 
ing Commission, borrowing, largely for non-reproductive 
purposes, has continued, and the Minister for Finance has 
admitted his anxiety about the growing burden of debt. What 
makes the matter so serious is that the national income has 
shown an obstinate resistance to expansion. Agricultural pro- 
duction has proved singularly inelastic during a period of 
rising prices, and, in the towns, labour costs have acted as a 
deterrent on enterprise. While the national income has re- 
mained almost stationary, the claims of the Government 
have continued to expand, with the result that the taxpayer 
is groaning under an ever-growing load. In the ordinary 
Budget, introduced before the outbreak of war, income tax 
was raised by one shilling in the £, and substantial additions 
were made to many of the indirect taxes. In a supplementary 
Budget in November, income tax was raised by another 
shilling (to come into operation in the coming financial 
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year), and indirect taxes were raised all round. In spite of this, 
expenditure on defence, A.R.P. and unemployment relief 
grew so rapidly that extensive borrowing became imperative. 

In December a loan of £7,000,000 was floated in the form 
of 4 per cent. Exchequer bonds issued at par and redeemable 
in 1950-60. Holders were guaranteed the right to convert 
into any other loan issued “during the present emergency 
or within six months of the termination thereof.” If further 
borrowing at higher interest rates becomes necessary during 
the war the cost of the present loan to the taxpayer will 
increase to the extent that this right of conversion is exer- 
cised. It is generally believed that a large part of the money 
subscribed to this loan was found by the sale of existing 
securities rather than from new savings. In so far as sterling 
securities were liquidated for this purpose, the country’s 
reserve of external assets was depleted and the strong creditor 
position of Eire was pro tanto impaired. The Government 
has warned the public that, if the war continues, further 
borrowing on an even larger scale will be necessary. No 
doubt extraordinary measures are justified in abnormal 
times, but the prospect of an indefinite expansion of the 
public debt is, to say the least, disquieting. 


Palestine 


THE economic history of Palestine was chequered. During 
the first eight months there was a remarkable recovery of 
trade and enterprise in spite of Arab unrest. The citrus crop 
of 1938-39 gave an export of over 12,000,000 boxes valued 
at over £4,000,000. The value of imports during that period 
amounted to over £11,000,000, more than one-third above 
their value in the corresponding period of 1938; the total 
value of exports was £4,500,000, an increase of one-fifth. 
Bank deposits rose from £13,000,000 to £15,000,000; both 
wholesale prices and costs of living showed a reduction. 


The Impact of War.—The outbreak of war caused a 
shock to the economic system. But there has been no collapse, 
although the principal export trade, citrus fruit, is hard hit, 
because of difficulties of marketing and transport, and the 
flow of capital into the country is for the time checked. The 
Government introduced a series of emergency legislative 
measures including an ordinance to control banking. There 
was a greater run on the banks than anything before experi- 
enced; and the currency in circulation jumped from 
£6,250,000 at the end of June, to over £10,500,000 at the 
end of September. Local banks were permitted to pay out 
only 15 per cent. of their customers’ accounts; but the big 
foreign banks were unrestricted. The outcome, however, was 
a general restriction of the granting of credits. 

Palestine industries, particularly those using minerals fron 
the Dead Sea area, received a fillip; and there has been a con- 
siderable effort to make the country more self-supporting 
both in food and industrial products. The Government also 
announced that it would make grants to relieve the unem- 
ployment of both Arab and Jewish communities, up to an 
amount of £750,000, partly to be used for loans to munici- 
palities for public works. The Jewish community introduced 
a voluntary tax to provide a fund for creating employment 
for those thrown out of work. 


British Government Policy.—<A fresh statement of 
policy was issued by the British Government after the 
Palestine Conference in London between the Governmen 
and deputations of Arabs and Jews had proved abortive. The 
policy proposed restrictions on Jewish immigration and 
acquisition of land, a large instalment of self-government, 
and complete emancipation from mandatory control in ten 
years. The implementation of this policy has been postponed 
owing to the war. 

A fresh commercial treaty has been concluded between 
Palestine and Syria. In place of the old agreement by 
which the products of either country were exempted from 
customs duty in the other, the new agreement provides 
for three categories of goods: (a) free of customs duty; (b 
subject to the full duty; and (c) subject to reduced duty. 





America 


United States 


THE year opened with American economic activity on a low 
plateau reached by the abrupt recovery in the autumn of 
1938, after the severe depression of 1937-38. In the last half 
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of 1939 a smart upturn raised the index of production almost 
to the best levels ever recorded, and activity in the final 
quarter of the year averaged about 20 per cent. above the 
average of the last quarter of 1938. The recovery was fairly 


general, but was most marked in steel, whose weight in the 


index of production somewhat exaggerated the statistical 
extent of the recorded upturn. 

Legislation. 
Congress enacted no legislation of major importance; the 


Special Session, called in September, amended the Neutrality | 


Act, repealing the embargo on arms and munitions of war 
and permitting their sale on a cash-and-carry basis. The 
same legislation prohibited the entry of American ships into 
the war zone. Several administrative actions of significance 


were taken during the year: the conclusion of a reciprocal f 


trade agreement with the United Kingdom; the denunciation 
of the commercial treaty with Japan; and a material increase 
in the strengh of the Army. A decision of the Supreme Court 
opened the way to reciprocal income taxation of local and 
Federal officials. In October, the second phase of the Wages 
and Hours Act reduced the maximum week to 42 hours 
and raised the minimum wage from 25 cents to 30 cents an 
hour. 


Treasury Finance.—At the end of 1939 the public debt 
was $41,940 millions compared with $39,400 millions at the 
end of 1938, an increase of about $2,500 millions. Almost 
none of the increased debt came on the market, Government 
agencies and trust funds taking nearly half, and much of the 
balance being financed through United Savings Bonds. In the 
year the Treasury offered eight issues, of which seven were 
refinancing and one (about $550 millions) a cash offering 
Of these eight, four were notes and four bonds—the longest 
with a maturity of 22-27 years at 2} per cent., the shortest 
for 9-11 years at 2 per cent. In the first half-year an ex- 
tremely strong market prevailed; but at the outbreak of war 
there was a sharp flurry, followed by a rally that recovered 
more than half of the ground lost. At the year end the long- 
term issues were at slightly above the prices at the end of 
1938; there was, therefore, no quotable change in the (net) 
rate on long-term Government securities during the year 
Interest on Treasury bills remained nominal. 

The Budget.—The following Table shows the general 
movement of revenue and expenditure : — 


PREASUI RECEIPTS AND EXPENDI 


SOOO O00 


Fiscal Period ended kteceipt kxpenditur / il 
June, 1937 9,294 8,442 3,149 
» 1938 6,242 7,626 1,384 
June, 1939 ... 5.668 9.268 3600 
Dec., 1938 (half-year 2,927 4,529 1,602 
Dec., 1939 2,744 4,767 2 023 
Banking.—-The gold stock increased by $3,100 millions 


in the year, and gold certificates issued to the Reserve Banks 
increased by $3,386 millions, as about $300 millions in the 
General Fund was released. Member bank reserve balance: 
increased by $2,916 millions, and at the year end excess re- 
serves were over $5,000 millions. Money in circulation in- 
creased by $751 millions. In the year the Reserve Banks 
undertook three open market operations; in early summer 
about $100 millions of Treasury bills were allowed to run 
off; at the outbreak of war the Reserve Banks supported the 
market by buying nearly $500 millions of Government 
Bonds; and towards the end of the year they disposed of 
more than equal sums, so that at the year end they were 
holding $75 millions less than at the beginning. At the year 
end they held no bills (having disposed of over $500 
millions); and the portfolio of bonds had risen by over $500 
millions. 


For the year the Reporting Member Banks showed demand 
deposits up $2,734 millions to $18,720 millions; cash reserves 
up $2,632 millions to $9,689 millions; and total loans and 
investments up $1,611 millions to $23,260 millions. Of the 
increase in earning assets, United States and guaranteed se- 
curities were up almost $1,200 millions; commercial loans 
were up over $500 millions; security loans were down over 
$100 millions; and other securities up about the same. 


The Money Market.-—There is no money market, ex- 
cept for Government securities, and only a diminutive call 
market. The yield on long Governments began the year at 2} 
per cent., fell to about 2 in June, rose to 2} in the September 
flurry, and fell to 2} at the year end. On the 3-5-year tax- 
exempt notes the yield at the beginning of the year was 
about } per cent.; it moved to below 4 in June, rose above 
1 in September and closed the year a little below the open- 
ing. In the 90-day Treasuries, there was a slight rise in the 
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rate Owing to the Reserve Banks’ liquidation of some $500 
millions of bills in the year. 

The Capital Market.—In the first half of 1939 gilt- 
edged fixed income securities were very strong; on the out- 
break of war they broke; but by the year end they rallied to 
approximately the level of the end of 1938. Share prices 
opened the year firm and sluggish; declined on the war scare 
in March, rallied in the early summer; declined severely in 
apprehension of war in August; rallied in September; and 
then flattened out. 

For the first eight months of the year there was a con- 
tinuous flow of foreign funds into the country, but little 
of it seems to have sought investment. After the outbreak of 
war there were reports of foreign liquidation, but appar- 
ently the net sales were small. 

In spite of the strength of the gilt-edged market, new 
capital issues were, as usual, practically limited to issues 
of the Federal Government, Federal agencies, States and 
municipalities. Corporate issues, other than refunding, were 
small, and mostly limited to obligations. The feature of the 
capital market these days is the rapid growth of financing by 
the Federal agencies, which ran in 1939 for the first time 
to near $1,000 millions. 

Commodity Prices.—As measured by the Bureau of 
Labour Statistics, commodity prices were steady during the 
year. From 77 in December, 1938, they sagged to 75 in 
August, 1939, and rose to 79 at the year end. The average 
for the year was almost identical with that for 1938 (78.6). 
Retail food prices in mid-November at 77.9 were almost 
identical with the 77.8 recorded a year earlier. 

Industrial Production.-—Except fora sharp dip in April- 
May, industrial production in the first half of 1939 was at 
about the level of the final quarter of 1938. From May an 
upturn began, which was accelerated abruptly in September. 
In the final quarter of the year production averaged about 
20 per cent. above the level of the first quarter. Residential 
building was exceptionally active throughout the year; but 
the year-end boom was centred in the steel and machinery 
industries. 

Agriculture.— Agricultural income was not greatly dif- 
ferent from 1938, with good crops but low prices; agricul- 
tural prices in August fell below the 1931 average, but re- 
covered somewhat towards the year end. The summer was 
free from catastrophic drought, but the autumn showed a 
serious deficiency of moisture in the south-west; and winter 
has as yet brought little relief. Unless conditions in this area 
become more favourable soon, another serious drought may 
be expected. About 10 per cent. of the year’s farm income 
was derived from Federal benefit payments. 

Foreign Trade.—-The import of approximately $3,000 
millions of gold overshadows all other items in our foreign 
trade. While the December trade figures are not yet avail- 
able, it is officially estimated that 1939 exports were valued at 
about $3,100 millions and imports at about $2,300 millions, 
with an export surplus of $800 millions. The much talked-of 
war boom in exports has failed to materialise. Nevertheless, 
there is reason to suppose that the large exports of both 
1938 and 1939 were in substantial part occasioned by war 
or war preparation, or by diversions resultant therefrom. 


Argentina 


ECONOMICALLY the past year, like its predecessor, has been 
disappointing. In 1938-39 Argentina had a record wheat 
crop of 9,150,000 tons, but the advantage which this might 
have brought was lost through a disastrous fall in world 
wheat prices. During 1939 the Argentine Government bought 
wheat from the farmers at a basic price of 7 pesos per 100 
kilos, but the market price fell as low as 4.50 pesos, the 
difference being paid by the State out of the Exchange Profits 
Fund. After the outbreak of the European war, wheat prices 
rose and the basic price was discontinued. 

For the second year in succession the 1938-39 maize and 
linseed crops in Argentina were very poor. Maize produc- 
tion amounted to only 4,864,000 tons, or less than half the 
annual average of the years 1934-37. Maize prices, although 
lower than in the previous year, were fairly well maintained, 
largely owing to the poor crop. The Argentine linseed crop 
largely determines the world price of linseed, and as the 
crop was poor the price was high. The local basic price 
of linseed of 13 pesos per 100 kilos did not operate because 
the market price was always above this level. 

The value of Argentine exports in the first eleven months 
of 1939 was only 11.5 per cent. higher than in the same 
period of 1938, despite the fact that the Argentine Govern- 
ment was selling wheat at a very heavy loss. Imports fell 
by 9.8 per cent. as a result of artificial official restriction, and 
in consequence there was a visible export surplus. Internal 
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trade fared surprisingly well, and cheque clearings for the 
first eleven months of 1939 were nearly as high as in 1937, 
which was a boom year. Contrary to expectations, the war 
has so far brought little increase in Argentine exports. 


Agriculture.—Owing to an extraordinarily heavy rainfail 
in October and severe frosts in December, the 1939-40 wheat 
and linseed crops have suffered very badly. Wheat produc- 
tion is estimated at only 4,000,000 tons, and linseed at 
1,250,000 tons. The situation may still be saved to some ex- 
tent if there is a good maize crop, and wheat prices have 
risen very much, partly owing to the war, but mainly through 
unfavourable news from Argentina and the United States. 

Foreign Trade.—Argentine imports and exports in the 
first eleven months of 1938 and 1939 were as follows: — 


(In pesos) 


Imports I-xports Surplus 
1938 ........... 1,3825,990,308 1,271,796,276 Import: 654,194,032 
1939 .. 1,195,828,656 1,417,543,467 Export: 221,714,811 


The increase in exports was spread fairly evenly over the 
different export products. Improved prices were a contri- 
butory factor only after the outbreak of war. As a supplier 
of Argentina, the United Kingdom held the first place with 
20.1 per cent. of the total, followed by the United States 
with 16.4 per cent. This position is unlikely to be main- 
tained while the war lasts, despite the difficulties of Argen- 
tina and the United States in reaching an economic agree- 
ment. In October and November imports from the United 
States far exceeded those from the United Kingdom. 

Exchange.—The war brought an appreciable improve- 
ment in the value of Argentine currency, though the full 
benefit of this is not enjoyed by the importer. The peso is 
now virtually pegged to the United States dollar instead of to 
the £. There are now two official import rates—15 pesos 
to the £ for goods considered indispensable, and 17 pesos 
as before) for other imports. The official export rate is at 
present 13.50 pesos instead of the former rate of 15 pesos. 
The free market rate which before the present war was about 
20 pesos to the £ is now about 17.40. 


Brazil 


THE internal situation continued quiet and unaltered. No 
remittances for foreign loan service were made. “ Frozen ”’ 
commercial credits are being liquidated as per agreement and 
for some months exchange for imports has been completely 
“free” and there is no delay in remitting; during November- 
January about £1,500,000 was allocated for remittance of 
earnings on private capital invested in Brazil. 

Foreign Trade.—At the end of April the import sur- 
plus was £481,000 (paper), but from May onwards a series 
of favourable monthly balances was recorded, so that at the 
end of September foreign trade showed an accumulated ex- 
port surplus of £8,576,000 compared with a similar balance 
of only £444,000 for the same period in 1938. 

Owing to the stoppage of imports from Germany, imports 
from the U.S.A. have increased considerably. There has also 
been some increase in imports from Great Britain, and there 
could have been more if deliveries had been better and the 
British manufacturers had taken more trouble to study this 
country’s requirements. 


Up to September 30th, imports for the year were 
£23,632,000 (gold) and exports were £28,362,000 (gold) 
distributed as follows :— 

Great Other 
U.S.A Germany Britain Countries 
oO oO oO oO 
0 Oo o oO 
Imports 28-3 24-5 9-7 37-0 
Exports 33-3 15+] 10-3 11-3 


es 
Chile 
THE Popular Front Government was in power during the 
year 1939, and political life underwent a complete change. 
The Cabinet consists of Radicals and Socialists. The 
Socialist Party consider that the economic plans of the Presi- 
dent, who is a Radical, are not sufficiently advanced, and 
changes have taken place from time to time. Ministries have 
gone to men of the Socialist Party more energetic and of 
more advanced ideas. 

The policy of pleasing the masses created some upheavals, 
notably in attempted coups d'état by military leaders and 
strike agitation among the workers. Trade Unionism re- 
ceived a fresh impetus and extended to agricultural workers 
against much opposition from the older established political 
parties. Increases in wages up to 100 per cent. have been 
demanded. 
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The earthquake calamity in the southern part of Chile on 
January 24th had a disastrous effect on the economic life of 
the country. Arising out of this, a Corporation for Re- 
construction and Development of Industry was formed, in- 
volving the sum of $2,500 millions. Part of this sum was 
raised by an all-round increase in taxation and loans from 
the commercial banks. 


Finance.—The Budget for 1940 was recently approved 
and shows a calculated income of $1,771,423,575, against 
expenditure of approximately a similar amount, The esti- 
mated income is roughly $105 millions more than the 1939 
figure. The outstanding increase in proposed expenditure for 
1940 is on public education, which shows an increase from 
$232 millions to $292 millions. Education has always been 
one of the main planks of the Popular Front Government. 

Exchanges.—The exchange position has been one of 
constant difficulty. At no time has there been a sufficiency 
of either dollar or sterling exchange to meet the normal re- 
quirements of trade. The new Exchange Control Board has 
endeavoured to solve the problem of this shortage along 
methodical lines. One of the first steps taken was the insis- 
tence that importers should obtain a permit to import be- 
fore placing their orders abroad, and, where it has been 
apparent that difficulty might be encountered in paying for 
the proposed import, permission has been refused. 

Debt.—Income to be devoted to payment of interest 
on bonds and purchase of bonds in the open market is down 
by $US4,679,371, chiefly through lower receipts from the 
copper mining industry in the shape of income tax. Fifty 
per cent. of the receipts was applied towards the payment of 
interest in part and the balance towards redemption of bonds, 
though it must not be overlooked that a large surplus is to 
be carried forward to 1940, representing that portion of 
income not used during 1939 in the purchase of bonds. The 
amount is not given. The total of the foreign debt out- 
standing at the end of the year was £27,763,571, 
$US176,424,000 and Swiss francs 108,994,000. 





Other Countries 


Turkey 


Frew among the non-belligerent countries have been com- 
pelled by the outbreak of war to reverse their trade policy to 
the same extent as Turkey. By August 31, 1939, over 55 per 
cent. of Turkish foreign trade was being absorbed by 
Germany. 


Foreign Trade.—Exports in the first eleven months 
were valued at £T115,835,000, against £T126,592,000 in the 
same period of the preceding year; while the value of imports 
reached £T112,696,000, against £T137,556,000. Thus there 
was an export surplus; and the reduction of trade shown at 
the end of November was more apparent than real, since the 
greater part of the business usually transacted in October 
and November actually was done in December, The year 
witnessed a bumper crop of hazelnuts, the yield amounting 
to 450,000 bags of shelled nuts (each bag 80 kilog.). The 
cotton crop, too, was good, and so were the raisin, fig and 
cereal crops, as well as the wool and mohair clips. To state 
the exact share of each country in Turkish foreiga trade 
would be misleading. The figures would show Germany to 
be first, the United States second and Italy third. The only 
thing that matters at the year-end are present opportunities, 
and in that regard Great Britain certainly ranks first, likely 
to be followed by France as soon as the latter country has 
organised her business relations with Turkey. Whether Italy 
will continue to maintain a big share in Germany’s former 
trade with Turkey depends on the nature of the commercial 
arrangement now being negotiated in Rome, Italy refusing 
to be paid through the clearing for goods she can sell else- 
where against free foreign exchange. At the end of 1939 
Turkey owed £T40,979,500 through her clearing, against 
£T1,120,100 of Turkish funds immobilised abroad. Of the 
former, £1T11,866,000 were due to England, £T3,013,100 to 
France and £T13,721,700 to Germany. 


Currency and Finance. —- The most” important 
economic event in 1939 was the renewed prominence given 
to the barter system as a means for paving the way to a 
return to free foreign exchange. Under that system the 
Turkish importer pays, and the Turkish exporter is paid, a 
premium, the rate of which modifies the actual purchasing 
power of the Turkish currency. 
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The note circulation expanded from £T204,744,000 tof 


£T297,261,000 in the year, reflecting the increase of Treasury 
bills from £T87,448,000 to £T215,000,000. Despite re. 
armament, taxation has not been increased, extraordinary 


expenditure being met by extraordinary resources, such asf 


the loans granted by the Allies. 


Japan 


FURTHER ill effects of war economy were in evidence in 
1939. The Budget deficit and Government borrowing were 
larger; the note circulation continued to expand more 
rapidly; the upward trend in prices was accelerated; cur- 
rency depreciation occurred, if incidentally, following the 
outbreak of the European war; civil industry contracted 
further owing to shortages of material, power and labour; 
and the supply and allocation of consumption goods were 
dislocated increasingly. But these developments have not 
yet reached an unmanageable extent. Export trade showed 
a welcome recovery and there was a marked reduction in 
the net import surplus. Crops were far above average, though 
the rice crop was not up to expectations owing to a spell 
of drought in some districts; and they were sold at con- 
siderably increased prices. 

® Public Finance.—The Budget for 1939-40 estimated ex- 
penditure at 4,804.5 million yen against estimated revenue of 
2,809.6 million yen, revealing a huge deficit of 1,995 million 
yen. Nearly 10 per cent. of this gap was filled by fresh taxa- 
tion and the rest by a new loan. Expenditure on the China 
campaign, which was separately budgeted for, amounted to 
4,605 million yen in 1939 against 4,850 million yen in 1938. 
Compared with the preceding year, total national expen- 
diture in 1939 increased by 827 million yen to 8,874.5 
million yen. 

The Budget estimates (excluding war estimates) for the 
next fiscal year, 1940-41, put expenditure at 5,900 million 
yen, against revenue of 3,777 million yen. The deficit of 
2,123 million yen is again to be covered mostly by borrow- 
ing. The following table gives Budget estimates* for the 
three fiscal years : — 


1938-39 1939-40 1940-41 

In million yen) 
Expenditure .. 3,522-3 4,804°5 5,900-0 
Revenue .. 2,224-3 2,809 -6 3,777-°0 
Deficit .. 1,298-0 1,994-9 2,123-0 


* Estimates of expenditure on the China campaign excluded. 


Money and Investment.—Conditions in the money 
market remained on the whole quiet. But the note circu- 
lation expanded with uncomfortably increased speed after 
the early autumn, and in December was some 700 million yen 
above the level at the end of 1938. In late October the basis 
of the yen exchange was shifted from sterling to the United 
States dollar, and was pegged at 23,% cents. Before that 
the movement of the yen-dollar exchange ranged between 
274, cents and 23% cents. The yen-sterling exchange is 
now Officially quoted at 14,),d. 

The new capital market was decidedly more active in 1939 
than in 1938, though Government borrowing again took 
first place among new issues. New capital raised during 
the first eleven months of the year totalled 6.993,6 million 
yen against 6,385 million yen in the same period of 1938. 


Production, Profits and Prices.—Production was further 
intensified in the heavy industries, while output in the light 
industries reached the lowest level of recent years. 


Jan.-Nov., Jan.-Nov., Jan.—Nov 
1937 1938 1939 
Bales Bales Bales 
COOMROM FRAIM. 0000000005 3,691,437 2,640,116 3,431,000 
(In thousands of square yards) 
Cotton cloth. 1,688,458 1,489,974 1,449,000 
Lb. Lb. Lb. 


Rayon yarn .. 301,590,000 196,790,000 209,850,000 


(Figures of the output of iron, coal and steel are, for 
strategic reasons, not available.) 

According to Mitsui Gomei Kaisha’s half-yearly analysis 
of joint-stock undertakings, the net earnings of 1,000 com- 
panies in the first half of 1939 amounted to 713,617,000 
yen, compared with 624,056,000 yen and 670.426,000 yen, 
respectively, in the first and second halves of 1938. The Bank 
of Japan’s index number of wholesale prices (July, 1914= 
100) was 237.8 in November, compared with 201.8 in 
November, 1938, and 188.8 in November, 1937. 
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Foreign Trade.—lIn the first eleven months of the year 
the total value of imports was 2,610.6 million yen, and of 
exports 3,133.7 million yen. Compared with the correspond- 
ing period of 1938, imports and exports increased in value 
by 230.2 million yen (8.4 per cent.) and 739.4 million yen 
(31 per cent.) respectively. There was thus a large export 
surplus of 523.1 million yen, against a small export surplus 
of 13.9 million yen in 1938. When, however, trade with the 
yen bloc countries is excluded, Japan’s trade with the rest of 
the world shows an import surplus of 416.5 million yen in 
1939 against 528.8 million yen in 1938. The following table 
gives figures for the first eleven months of each of the past 
three years: — 

Import Or 


export (4 
Imports exports Surplus 
Yen Yen Yen 
(000’s omitted) 
oe a 3,525,345 2,902,848 622,496 
1938 .... 2,380,403 2,394,323 13,919 
1939 .... 2,610,604 3,133,746 523,142 


The increase in imports is largely accounted for by raw 
materials. Compared with 1938, wood pulp imports rose by 
25.4 per cent.; crude rubber imports by 11.2 per cent.; and 
raw cotton imports by 5.1 per cent., while imports of raw 
wool fell by 25.5 per cent. The increase in exports was most 
conspicuous in raw silk, rayon products, tinned and bottled 
provisions, machinery and timber; exports of raw silk ex- 
panded by 35 per cent., and of rayon products by 21.6 per 
cent., while cotton piece-goods exports were down by 3 
per cent. 

There was a significant change in the distribution of trade. 
While trade with European countries and Australia and New 
Zealand contracted further, trade with British India, the 
Union of South Africa, Egypt, the Dutch East Indies, the 
United States of America and Brazil disclosed a marked 
recovery. 


China 


CHINA has survived another year of war, and her powers of 
resistance to physical and economic warfare appear to be un- 
diminished. Krom the military point of view China gained, 
on balance, during 1939. The armies of the aggressor rarely 
achieved their object and are probably deteriorating through 
war weariness and dwindling supplies. Economically, ‘China 
suffered a setback. Her currency depreciated very seriously; 
she lost the few ports which remained under her control at 
the end of 1938; and her barter agreement with Germany 
came to a sudden end. On the other hand, she is still able to 
trade with the outside world through neighbouring foreign 
territory; and, although she refuses to recognise the trade of 
the occupied areas, the expansion of that trade, which has 
been so noticeable of recent months, will probably be of 
benefit to her in the long run. 


Foreign Trade.—Figures for the first ten months of 
the year showed an increase in imports of 57 per cent. over 
the figures for the corresponding period of 1938, while in 
exports the increase was 21.3 per cent. 

FOREIGN TRADE 


January to October 


1938 1939 
(In million N.C.$) 
Imports 739-7 1,161-4 t+ 421-7 
Exports ......++. 636-7 771-6 t 134-9 
Excess of Imports 103-0 389-8 


Over 54 per cent. of China’s exports and 45 per cent. of 
her imports passed through Shanghai in 1939, compared 
with 26 per cent. and 27 per cent., respectively, last year. 
Shanghai thus regained its position as the predominant trade 
centre of China. 


Customs Revenue.—Import and export dues, together 
with various surtaxes, amounted to $331,320,000 for the 
whole of 1939, compared with $2544 millions in 1938, Col- 
lections at Shanghai rose from $81.9 millions to $166.8 
millions, while Tientsin and Tsingtao rose by $11 millions 
and $194 millions to $67.5 millions and $28.4 millions, 
respectively. Customs stations near the French Indo-China 
border showed substantial increases. 

A considerable volume of trade has never passed through 
the Customs at ports under Japanese control, and no quota 
from the revenue collected at such ports has been contributed 
to the service of foreign loans. The quotas from Customs 
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stations in “ free’’ China have been deposited with the Central 
Bank and ainount to $12,850,000; but no payments have been 
made on account of foreign loans secured against Customs 
revenue, with the exception of two monthly instalments to 
one of the older loans. 


Communications. — Road, river and rail transport 
between the interior and the coast was disrupted throughout 
the year. The road between Burma and Kunming was in- 
creasingly used, and has now become one of the main trade 
routes. The railway between Hanoi and Kunming was unable 
to cope with all the merchandise awaiting transport in 
French Indo-China, and the service was interrupted, first by 
floods and later by bomb attacks after the invasion of 
Kwangsi. All the other railways of China are under Japanese 
control. 

Currency.—The national dollar stood at 8d. at the 
beginning of 1939 and was maintained at about that figure 
until June, when the support of the Exchange Control was 
withdrawn. T’he rate was allowed to decline to 6d., when the 
Control intervened, only to withdraw again soon after. A low 
level of 34d. was reached in August, after which there was 
some recovery. At the end of the year the rate had risen to 
4iéd. 

General.—During the year foreign, and particularly 
British, interests in China continuously suffered until their 
trade was almost extinguished. The blockade of the coast 
south of China denied British shipping access to the Treaty 
Ports; the limited facilities ostensibly granted by the Tokyo 
Government at such ports as Tsingtao, Chefoo and Tientsin 
were never available, owing to obstruction by the naval 
authorities, and the Yangtze became a monopoly of Japanese 
merchant shipping in the guise of military transports. 

The efforts of the Japanese to set up a central Government 
under Wang Ching Wei were unsuccessful. It was expected 
that this Government would be functioning by October, but 
Wang proved a recalcitrant puppet and his inability to 
attract any reputable Chinese was a great disappointment to 
the Japanese. At the close of the year the Japanese once again 
put out peace feelers, but so far there has been no response 
from Chungking. 


Egypt 


THE coalition of Liberals and Saadists was succeeded in 
August by a Cabinet under Aly Mahir, which included, 
apart from a majority of experts, mainly representatives of 
the Saadists, but retained the support of Liberals. The break- 
ing Off of relations with Germany and the proclamation of a 
State of siege were approved almost unanimously by Parlia- 
ment. 

The downward trend of business due to declining agricul- 
tural prices, increasing taxation, discouraging Budget pros- 
pects and a flight of capital, induced by political uncertain- 
ties—this was the situation on the outbreak of hostilities. 
But the transition from peace to war was far smoother than 
in 1914. The more reassuring Mediterranean outlook, to- 
gether with foreign exchange control, led capital to seek em- 
ployment in Egypt on a larger scale. But up to the end of the 
year the revival was mainly confined to stocks, cotton and 
general industry. 


Cotton.— Before the war cotton had been seriously 
affected by American export policy. Despite, however, the 
loss of the Central European outlet, the situation greatly im- 
proved owing to the depreciation of the pound and the 
larger sales to Allied and neutral countries, so that the con- 
templated purchase of part of the crop by the British 
Government proved unnecessary. Wheat and rice produc- 
tion exceeded the 1938 figures, and dispelled anxiety about 
the nation’s supplies. 

Industry and Trade.—Industry, especially textiles 
which had been doing very well before September, was 
greatly stimulated by the war. 


FOREIGN TRADE (10 MONTHs). 


1938 1939 
£E {E 
Retained imports 28,441,210 25,964,645 
of which from U.K. 6,500,034 7,225,848 
ONOE oisecsiciacccss 22,792,825 25,098,991 


of which to U.K. ...... 7,739,250 8,580,660 
The above figures do not comprise net exports of bullior 
worth £E1,227,367 against £E572,261 in the same period o 


1938. 
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Industry and Trade 


Foodstufts 


Grain 


‘THE following review of the 1938-39 crop year is taken from 
the December issue of Wheat Studies of the Food Research 
Institute, California: — 


Under the influence of good world crops, a good harvest in 
Canada, an export subsidy in the United States and what 
proved a bumper crop in Argentina, wheat prices in open 
world markets settled to a very low level after September, 
1938. Toward the end of the crop year in the summer of 
1939, when new crops promised well, they sank to record lows 
in British markets :— 


AVERAGE PRICE OF ALL WHEAT (C.I.F. BRITISH PoRTs} 


(In shillings per cwt.) 




















Period | 1932-33 | 1933-34 | 1934-35 | 1935-36 | 1936-37 | 1937-38 | 1938-39 
j | 1 . "7 Sere 
August ...... 6-00 | 6-06 5:77 | 5-78 7:47 10-61 7-14 
September ... | 6-00 | 5-74 6-09 6 23 7°87 | 10°33 6-50 
October ...... | 604 | 5-50 6-03 | 666 8 36 10-23 5-89 
November ... | 608 | 5-10 6-03 | 6-61 8 80 10:09 | 5-61 
December ... 5-98 5-33 | 5°88 | 648 9 35 9-79 | 5-10 
January ...... | 574 4°89 | 5-63 | 6-83 9-94 9-76 1-92 
February . $48 | 5-05 5-57 6-97 9-89 9-88 5-11 
March .. § 58 | 4°89 5-59 | 6-93 9 88 9°40 5 
April..... 5-34 490 | 5-71 6-83 1037 | 9-09 5°05 
May ..... 5 54 5-01 | 5-80 6-81 10-99 | 8-34 li 
June 5 68 5-11 | 6-00 669 | 1074 | 8-31 5-23 
ac ainercnass 5-78 | 4-97 5-83 6-92 | 10-83 | 7-76 5:71 
Average 5-77 | 5-21 | 5-83 | 6-65 9:53 9-46 5-54 


Weighted average prices to growers and millers, however, 
were by no means so low as in some earlier years within a 
decade, so far-reaching and influential were the price- 
supporting measures in most countries. International 
light by pre-depression standards, greatly exceeded expecta- 
tions. Expansion of security reserves entailed shipments to 
European importing countries beyond their import require- 
ments under any normal mode of calculation, Wheat disap- 
pearance increased to new high levels. Use as food was mate- 
rially expanded, especially in the Danube basin and in India 
Use as animal food was enlarged in North America, certain 
countries in Western Europe and elsewhere, particularly be- 
cause maize was relatively dear, after two short crops in the 
Argentine. The net increase in disappearance absorbed a 
little over one-third of the increase in world supplies. 


ihe excess was added to end-of-season stocks, which totalled 
some 530 million bushels in July, 1939:— 


Wortp PrRopucTION, TRADING STOCKS AND PRICES OF WHEAT 
(In millions of bushels) 


| World | 








: | 
| Ye nee exportable | 
roduction res 
P supplies | | World Average 
(a b) ea Pins ae eS 
Season (0) World | export- | Seanort 
August sae ' 7 =e import | er (ec f £) 
| | Lotal (in require- | end-of- 
tc j | etn 
July Exporting | Importing | °@'Ty-Over | ments season |, M snes 
: I ‘8 | ime Ing fron stocks sniing 
; Countnes |; Countr aiid ' | per ewt 
I | 
wees 7 SSnESSESE nnn EERIE ET EEE EERO Gone 
929-30 . | 2,242 | 1,223 1,061 671 434 9-98 
1930-31 ~~. ee | 1,062 | 1,324 826 499 6-10 
1931-32 ; 2,686 1189 | 1,321 | 809 514 5-76 
1932-33 2,451 1,405 | 1,235 629 609 | 5-77 
1933-34 2,320 1,500 1,109 $45 564 5 21 
1934-35 ...... } 2,098 1,404 897 533 | 371 5-83 
1935-36 2153 | 1.409 711 «| 502 241 | 6-65 
1936-37 2,296 1 221 688 599 19 | 9.53 
1937-38 ‘ |} 2.495 1,330 714 524 192 9 4 
1938-39 1 3,006 1,497 1.146 618 528 5:5 
1939 -40)(¢) 2 795 1.38 131% 600 1% 
i 
(a) Excluding U.S.S.R., China, Iran and Iraq (6) Including U.S.S.R. 


(c) Provisional 


European production in 1939 is believed to have been good, 
though not equal to the record crop of 1938. European stocks 
had been much increased during the year, and at the out- 
break of war, therefore, supplies of wheat in Europe were 
sufficient at least for the current year’s consumption. 

The 1939 Canadian crop was exceptionally large and had 
a marked influence on prices in the autumn, when the new 
harvest in the Argentine did not come up to expectations, 
and a prolonged drought in the American winter wheat belt 


trade, 


led to forecasts of a crop failure in 1940. Prices in Chicago, 
Winnipeg and Buenos Aires rose rapidly in the first few days 
in September, but there was a relapse later, when it was 
realised that the Allied countries were in no immediate need 

ACREAGE AND PRODUCTION OF WHEAT 


(Excluding countries whose crop in 1929-33 was less than 
15 million bushels) 


Area? Productio 
Countri« | sa j | i 
Average} 1938 1939 | Average 1938 | 1939 
| 1929-33 | 1938-39} 1939-40 ' 1929-33 | 1938-39 1939—40) 
"000 acres | ‘000 bushels 
Germa 5,015 5.927, 5,975 | 161,514 232,584 , 206,257 
Bulgaria 2,988 | 3,448} 3,037 | 51,584] 78,950 | 71,155 
Spain 11,084 | * | 8,795*) 151,562 | 70,694*) 111,773* 
France 13,278 12,479 11,683 305,064 | 372,864 | 314,500 
United Kingd 1:25] 1,928] 1,765 | 47,170 | 73,349 59,509 
Greece 1.479 2,129 | 2,379 | 15,565 | 36,135 35,273 
Hungar 3,925 4,000 | 4,669 | 78,538 | 98,777 112,094 
Italy 12,074 | 12,426 | 12,841 | 258,014 | 297,317 | 293,945 
Poland 4,108 | 4,335 72,151 79,802 83,407 
Portugal 1,267 | 1,134") ° 15,342 | 15,802") S 
Roumania 7,535 9,435 | 9,563 | 108,086 | 177,154 | 176,367 
Sweden 690 | 759 | 828 | 22,045 |} 30,184] 31,441 
Czecho-sovak 2,074 a * | 54,295 | Baas : 
Jugoslay 5,141 5,328 | 5,415 | 84,828 | 111,329 105,422 
Total I 63,535 | 64,497 | 64,344 [1,345,601 [1,654,242 [1,550,000 
Canada 25,936 | 25,930 | 26,771 354,294 350,010 | 489,623 
37,780 49,786 $7 SUZ 572,861 658,133 593,431 
19,841 | 20,083 ' 15,894 | 210,912 | 243,069 | 191,540 
| NA 84,815 97,023 81,692 [1,150,224 [1,293,557 (1,256,533 
32.5 35,640 35,289 350,187 | 401,856 370.608 
1,280 1,777 1823 33,045 45,244 | 54.415 
[ 3,441 2.805 | 50,253 | 32,626 46.971 
I | 7,231 9,497 93,165 | 156,091 | 169,309 
i \ 416,462 52.601 52.380 550.936 673,518 678,089 
Ml ’ 3,839 4,101 1,084 $0,526 34,941 42,62 
I | 1,595 1,470 1Sool | 44,718 45,935 49,009 
} 1 Z.8a5 2,999 + 18S 27,944 23,172 | 38,764 
l \ 10.30 10.393 11,033 116.036 119,303 149.869 
\ a 17,459 20.868 17,833 228.312 336,199 146.972 
15,71 14,224 13,50 184,471 154,426 185,543 
GI 251,801 | 263,450 | 245,240 13,748,685 [4,284,000 |3,994,000 
°N uded in t » I mdicated are oO t har 
referri ‘ ther i 3] iou years Souther 
I a i the t 4 iat bh tak tt proba area liuivate 
1 som punimes for w imate prod i are aVatiat J 
{ \ s \ 


of wheat. During December wheat prices made a steady rise, 
and at one time exceeded the dollar level at Chicago, the 
American tariff giving the protection against the discount at 
Winnipeg. 

The British trade in cereals of all types was taken over by 
the Ministry of Food in September, and purchases abroad 
are now made by the Cereals Import Committee. Many 
neutral countries in Europe have also set up State monopolies 
of cereals since the problem of shipping became acute. Con- 
sequently, European prices are no longer available as a guide 
to world markets. 


Sugar 


‘THE partial failure of the European sugar-beet crop in the 
autumn of 1938 gave rise in the spring of 1939 to a rapidly 
rising price level. From 6s. 4d. per cwt. quoted for Cuban 
centrifugals on the spot at the end of December, 1938, Lon- 
don prices rose to more than 8s. per cwt. in May, when the 
International Sugar Council authorised the release of an 
additional 239,000 metric tons from countries which had 
agreed earlier to a reduction in their export quotas of this 
amount. In June the Council further authorised the release 
of 153,265 metric tons of raw sugar from the British Empire 
and these measures succeeded in bringing raw sugar prices 
in London back to about 7s. per cwt. The prospect of ex- 
ceptionally good beet crops in Europe also helped to lower 
prices; as the table below shows, production in the main 
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European countries was believed to be considerably larger 
in 1939-40 than in earlier years :— 


WORLD PRODUCTION OF SUGAR 
(Thousand metric tons, raw value} 


| 1936-37 














1937-38 1948.4 1939-40 
1 
United States: cane ............ | 396 | 417 526 455 
1,242 | 1,236 1,636 1.505 
Philippines* 831 | 913 870 
Other U.S. Possessions* ...... 1,647 1,524 | 1,569 
eS ee emee | | GR &. "4,090 | 4,601 
United Kingdom.,................. 589 "426 327 540 
INL = scxchecnvsnscevskeosuosset 798 788) | S41 S51 
South Africa | 405 482 | 481 512 
India (white) 1,275 1,090 803 | 1,000 
British Colonies .............0008 | 1,191 | 1,154 1,092 
rotal, British Empire ... | 4,258 3,940 3,490 
cans cin 241 | 238 193 | 280 
NN ree 710 | 741 | 518 580 
NNN ciccitateeraschcenvekiansikhen ! 885 969 850 | 1,150 
oie ce eae ene sree | 1,804 2,213 | 2,130 2,400 
FRGRGETY occccvcccscsccoses jacssese a 144 111 128 155 
Netherlands —..........0000. reese | 237 | 239 21% 260 
CE nds inden ie nkeadaudvabeeiaek | 458 | 562 546 430 
Jugoslavia  ...........eeee. aa 101 | 37 86 | 125 
Total 8 European | 
countries ........ sone a 4,680 5,110 | 1.664 3,380 
ME. swnsaddnes seeks sh 3,028 3,039 | 2,778 
jutch East indie s ji 1,208 | 1,444 } 1,542 6 
Dominican Repr pavees 454 | 429 132 165 
' 
Grand Total........ . | 17,736 | 18,052 | 17,558 
* | ty i St 


Owing also to the war stocks of sugar accumulated by 


various European governments, world stocks of raw sugar 


were at the outbreak of war considerably larger than at a 
corresponding date in 1938, as is shown by the table in the 
next column. 

At the outbreak of war, the Ministry of Food took over all 
British stocks and supplies of sugar. Later, it was announced 
that the Ministry had acquired all the unsold stocks of sugar 
in Australia, South Africa and Mauritius, and was also 
arranging to take over all exportable sugar from the Colonial 
Empire at a fixed price f.o.b. At the same time, British con- 
sumption was limited by rationing, applied to individual 
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persons in January, 1940, and also to users of sugar in manu- 
facture. The duties on sugar, which had been raised by 3d. 
per lb. in April,- 1939, were again raised in the September 
War Budget by 1d. per lb. 


VISIBLE SUPPLY AND PRICES OF Raw SUGAR 


























| Stocks (in thousands of long tons) S) _| Average Price(a) 
Season [pa —— 96°, 
| 
acta t—. | Cuba eit.) 
30th Europe! = |— Java | World 

| Ports | Ports | —— el —- 

, | | | i + fo. ke? ae 
1931 459 | 1,092 | 1,225 | 2,287 | 6,765 6 33 
1932 ... 440 806 rs 310 3, 133 | 7,090 5 9F 

1933 ... 348 619 | 1,220 | 3,056 | 6,264 | 5 4 
1934 628 627 958 | 2,328 | 5,414 4 8} 
1935 545 360 560 | 1,496 | 4,128 4 7% 
1936 334 237 640 894 2,983 4 8} 
1937 168 315 797 725 | 2,816 6 4: 
1938 ’ 308 1,188 797 | 3,601 5 O¢ 

1939(b). 1,861 | 270 1,233 556 | 3,920 ci 





(a) Calendar year. (b) Latest available date in August se te Ange end Sane September 


Prices in New York rose on the outbreak of war in Europe 
to surprising levels. Memories of the sugar famine of the 
previous war caused an outbreak of hoarding on the part 
of both the public and manufacturers; prices of raw sugar 
sold duty paid to refiners rose from 2.92 cents per Ib. at 
the end of August to 3.75 cents in the first week of Sep- 
tember, at the end of which the President suspended the 
sugar marketing quotas. This set free a considerable volume 
of domestic reserves, but at the same time the American 
import duty on Cuban sugar automatically reverted from 
90 cents to $1.50 per 100 lbs. At the close of the year, Ameri- 
can prices had reverted to nearly pre-war levels. The inter- 
national scheme for the control of sugar exports was neces- 
sarily suspended by the war. 


Tea 
BRITISH consumption of tea continued at satisfactory levels 
in the first eight months of 1939. Prices in the spring were, 


however, below those ruling in 1938, until it was known that 
the International Tea Committee had reduced from April 1, 
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1939, the export quotas of its members from 92} per cent. 
to 90 per cent. of the basic allowances. The news was fol- 
lowed by an improvement in prices which was not long- 
lived: — 


AVERAGE TEA Pricrs (per lb., London Sales) 
‘Ps 





N a 4 Java > 
i a 4 
} 
~ ) Ss 11-17 6-42 5 45 
1935 12-83 12-2 14-39 10-34 9-06 12-90 
3 3 l 2-6] 4-08 Sl! ; 
3 5 5 4-69 , ; 9 5-38 
iS Ze s-a4 >°34 2°85 s is 
39 anua 3-72 ) ll > 
i ; 3-S 5° oS 2 Ss ; Ss 
74 14-37 id°Ss +4 
- + > >I 5 . 
3-17 5 3 >:3 ; 5 
| ; 4-23 5 
14 8 5 2-4 3 
4-3 ; i+ 


{ 


he London market was closed at the outbreak of war 


Th 

nd the Ministry of Food took over all stocks and supplies. 
L ater in the autumn it was announced that the British Gov- 
ernment would take on a long-term contract the output of 
the Empire producers at the average price ruling at the end 
of 1938. To assist in building up stocks, International 
Tea Committee raised in October the export quota to 95 per 
cent. of the stan darc 





Cocoa 
DURING the first eight months of 1939, cocoa prices remained 
at a very low level, with a tendency to fall still further; the 
London price of Accra, which was quoted at 22s. per cwt. 
in January, had fallen to 19s. per cwt. by the middle of 
August. Production in the Gold Coast, the largest indi- 
vidual supplier to world markets, was somewhat larger in 
1939 than in the previous year, as the table below shows : — 


Exports OF CoOcoA BEANS FROM PRODUCING COUNTRIES 
n metric tons 
1929 1937 1938 1939+ 
World 535,517 643,441 706,896 710,000 
of which— 
Gold Coast 236,208 236.259 261,557 280,000 
Brazil 65,558 105,113 125,000 131,000 
Nigeria 56,120 104,776 97,542 110,000 


IMPORTS OF CocoA BEANS INTO CONSUMING COUNTRIES 
1929 1937 1938 1939+ 


651.498 630.865 685.000 





224.054 270.503 270 109 285.000 
58,417 95.675 96.174 100,000 
76,689 72,393 79,086 60,000 


+ Provisional 


No steps were taken, until after the outbreak of war, to 
implement the recommendations of the Gold Coast Com- 
mission for a marketing organisation among the native 
growers. Owing to the low prices, the offtake was generally 
large, but a considerable part of the increase was added to 
the already large stocks; British bonded warehouses con- 
tained 2.2 million cwt. of raw cocoa at the end of July, 
1939, against 1.2 million cwt a year earlier. The Lon- 
don terminal market was closed at the outbreak of war, 
but spot trading was resumed after a brief interval. In 
November an agreement was reached under which the 
British Government ur idertook to l. irchase the whole of the 
West African crop of about 400,000 tons at the existing mar- 
ket price of about 25s. per cwt.; as this amount represented 
nearly four times the annual British consumption, a con- 
siderable re-export trade was expected Local ceiling offices 
have been set up in the producing areas to assist in the dis- 
posal of oo crop, which is being marketed through the exist- 
ing cocoa agents. 


Coftee 


AIDED by the slow fall in price in the latter half of 1938 and 
- early months of 1939, world consum ption of coffee con 
nued to rise, and reached a record level in the year ending 
in June, 1939. The following statistics of consumption and 
stocks are taken from Le Café. 
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CONSUMPTION, STOCKS AND PRICE OF COFFEE 
(In thousands of bags of 60 kilos.) 


| Stocks | 
Consumption ns Average Price, 
Season Visible Supplies London (a) 
Qe eeEeEEE — my 
June 30 . a Braazili an | _ a 
All “Interior” | 
Brazilian K ie ee All Stocks | Costa © 
AiG »s miall | > oan ic 
- | Kinds Rica - 
Percwt. Per cwt 
s &. 
TG ences 14,859 22,681 5,491 7,541 17,134 83-6 39-2 
SUED cscces 16,128 25,845 5,769 8,130 20,716 te | 40°8 
a 14,010 | 25,006 §,528 7,911 22,566 87-2 48°65 
a 14,797 25,609 5.648 7,230 17,333 75:7 31°5 
1939 ... 16,982 26.696 5.985 178 18,74 73°30 l 
(a) Calendar years b) A from January to mid-A 


Some of the increased absorption was added to stocks, 
particularly in Europe. Competition between Brazilian ar id 
other types of coffee was strong throughout the year, and it 
will be seen from the table above that the increased demand 
was mainly concentrated on Brazilian coffee. Production, 
as shown in the next table, was slightly less than in the 
Previous season :— 


WoRLD COFFEE PRODUCTION 
In thousands of bags of 60 kilos.) 
| Brazilian 
sna = . Other Teatal Proportion 
Season ended June 30 Bra Coniielen Total of Total 
Production 
— ~ Ton 
o 
1933 : 14,502 9,239 23,741 61-2 
1934 30,383 8,935 39,318 77-3 
1935 . ‘ 18.45 8 7,699 26,195 70:4 
ED sialceiaae ‘ 21,455 10,028 31.483 68-2 
oe ’ 26,641 10,889 $7,530 | 71-0 
1938 . . 24,175 10,011 34,186 } 70-1 
1939 re 23 462 10.125 33,587 | 69-8 


Brazilian production was still in excess of the demand 
and nearly 5 million bags of coffee were destroyed at 
Brazilian ports. 

After a temporary interruption in September, 1939, Brazi- 
lian exports rose sharply in October and November, due 
mainly to fears in the United States that shipments might 
later be more difficult. Local Brazilian prices reacted accord- 
ingly, but at the end of the year they had relapsed to their 
pre-war level. Prices in London, influenced by the rise in 
freights and the fall in sterling, rose to a peak in October 
of about 102s. 6d. per cwt. for Costa Rica and about 44s 
per cwt. for Santos superior; prices at the end of the vear 
were a little lower. 


Livestock and Meat 


[HE annual census of livestock taken in June showed a con- 
tinuation of the upward trend in the numbers of cattle; the 
number of dairy cows increased by 1.4 per cent. compared 
with 1938, while that year’s expansion in the number of 
young cattle was reflected in the high numbers of cattle 
between one and two years old. There was a further increase 
in the sheep population to 26.9 millions, the highest level 
of recent years, and there was also a small increase of 4 per 
cent. in the number of sows kept for breeding, as the 
table below reveals: — 
a. 2 IVESTOCK ~ 








1929 l 1938 1939+ 
\ n . 
Horse ‘ . 2,417 | 1 120 | 1,093,500 | 1,075 
j ' 
‘ kK 4 | 3.270.513 | 3.264.400 | 3.322 3% 
ws a | | 
fer 44.238 552 89 | 571.000 63,214 
= ss | 
Tw 1 abov 39.685 1 11.326 | 1,294,100 1,343.8 
ia ler tw 1,615,821 | 1,783,748 | 1,791,600 | 1,865.9 
I re ar 1,534,670 | 1,732,061 | 1,840,800 1,780, 
7 i 
al of 0,528 | 8,639,235 | 8,761,900 8,875, 20 
» " 
- | 
wes kept 187,473 (10,982,644 [12,318,500 |12,459,2 
Ot rT sheep: } | 
One year and abo. 3,567,173 | 2,503,531 | 2,669,000 | 2,334,00 
Under one ur ‘ 1 12,054,729 |11,787,900 [12,110,500 
Tot : $ 540.906 2 775,400 6 903.7" 
| 
Sows kept for breeding 39,793 $41,013 | 521,400 | 542,106 
( . 2 25 | 3,911,636 | 3,861,700 | 3,848,000 
Total of pigs ........... 2,700,818 | 4,452,649 | 4,383,100 | 4,390, 10 
® Figures for ( t Brita ire t tal t ber of horses on agricultural hold- 
for Northern Ireland, those used for agriculture and unbroken horses only 
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Feb. 17} 

Cattle prices were not much changed from those of last 
year, but there was a noticeable recovery in the prices of 
fat sheep and lambs from the exceptionally low levels which 
prevailed in 1938. 

The Agricultural Development Act, passed in July, pro- 
vided for an annual average minimum price of 10d. per lb. 
dressed carcase weight for fat sheep. This minimum was to 
be reduced by 4d. per lb. for each successive quarter-million 
increase in the sheep population above 27 millions up to 
28 millions, and thereafter by $d. per lb. for each additional 
quarter-million. The introduction of this somewhat compli- 
cated scheme was forestalled by the outbreak of war, which 
led to the control of livestock prices by the Ministry of 
Food. 

Early in September the Ministry of Food issued as maxi- 
mum prices both for meat and for fat stock a schedule taken 
from the prices ruling at the outbreak of war; stocks and 
supplies of imported meat and bacon were also taken over 
by the Ministry, and the London meat trade was largely 


LONDON ME AT PRICES 























Beef Mutton Bacon 
jsoceteeai pnerre: Fanenvenna 
Weekly Average | English | Argentine Englist NZ English Danish 
Long Chilled | Wether: F; ao No. 1 No. 1 
| Sides Hinds one Frozen | Sizeable | Sizeable 
per 8 lbs. | per 8 lbs. | per 8 Ibs. | per 8 lbs. | per cwt. | per cwt. 
| | 
1938——March 5/- 4/3 §/2 | 3/5 102/- 102/2 
June ; 5/1 4/5 5/1 3/6 98/3 98/3 
September 4/5 4/3 | 4/7 3/4 99/- 99/- 
December 4/5 4/5 | 4/8 3/2 97/6 96/6 
1939—March 4/7 4/2 5/5 2/10 1005 100/7 
FORO ass... 4/il 4/2 5/10 | 29 89/5 91; 
i’rices on-— | 
September | 4/9 4/9 4/10 | 2/11 100/- 100/ 
5/- 6/4 | 3/4 115/- 115/- 


December | | 5/4 











decentralised. Early in December fat stock and home-killed 
meat were decontrolled, but on January 15, 1940, the 
Ministry became the sole buyer, at fixed prices, of all fat 
stock offered for slaughter throughout the United Kingdom. 
This step, a necessary preliminary to the introduction of 
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meat rationing, was accompanied by the centralisation of 
slaughter and by the closing of many small slaughter-houses 
throughout the country. The end of the year was also 
marked by the shortage of feeding stuffs, felt particularly 
by pig breeders, but some alleviation was promised for later 
months. The interruption in bacon supplies from the 
Baltic countries led to the introduction of bacon rationing 
from January 8th; the Ministry of Food fixed a higher price 
for bacon than for pork pigs in order to increase the pro- 
duction of the former. The trade in pork was thereby re- 
duced and is likely to shrink still further in 1940. The 
functions of the Pig and Bacon Marketing Boards were 
largely superseded by the activities of the Ministry of 
Food, who also became responsible for the import, prices 
and allocation of animal feeding-stuffs. 


Dairy Produce 
y 


No important legislation dealing with milk was passed in 
1939. The promised Milk Bill did not reappear, and the 
existing provisions as to the Government subsidy were con- 
tinued without change. Negotiations between the Milk Mar- 
keting Board and the Central Distributive Council for a 
new milk contract were under way when war broke out; 
the existing contract was then prolonged unchanged until 
the end of January. Negotiations were reopened later in the 
autumn, when the Board claimed an increase in farmers’ 
prices to meet the higher price of feeding-stuffs and the dis- 
tributors asked for a higher margin on account of the fall 
in milk consumption in large towns and the increase in rural 
districts, both caused by evacuation. The two parties were 
unable to agree, and the Government finally announced that 
it would give a subsidy to the Milk Marketing Board to 
raise the pool price to farmers by 3d. per gallon in Janu- 
ary and February and by 24d. per gallon in March, 1940, 
above the level of prices in the corresponding months of 
1939; before the expiry of this period it was hoped that it 
would be possible to work out a coherent policy for the milk 
industry in war. Evacuation had also the effect of stopping, 
for the time being, the supply of cheap milk in schools. 
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S BANKERS S 2 
Sy Army and Air Force Agents, Navy and Prize Agents. BS 
3 Capital —- - - - - - . . £1,060,000  @& 
Sa Reserve Fund : : - : . . : 530,000 & 
EI Current and Deposit Accounts - - - . - 38,062,341 =| 
24) Cash in Hand and at Bank of England . ° ° 6,176,027 SS 
Ds Money at Call and Short Notice - - - : 6,767,700 g 
(Sd Investments - - . - ” - - 11,578,884 EZ 
a Advances, etc. ° - - . - - 11,182,466 ES 
Z4 Balances with, and Cheques in course of Collection on, other =) 
xo Banks in the United Kingdom - : - - 2,478,311 
‘al 31st December, 1939. eg 
(Ze < 
iS 67, LOMBARD STREET, E.C.3 e 
ES Directors : w Za 
IZ *General The Hon. SIR H. A. LAWRENCE, G.C.B. (Chairman) BS 
[ZA * Colonel E. GORE BROWNE, D.S.O., 0.B.E., T.D., A.D.C. (Deputy Chairman) I 
sg *B. PF. G. CURRIE *A. T. MAXWELL ZA} 
Ke *F.M.G. GLYN *The Hon. I. L. MELVILLE S] 
as *M. D. V. HOLT *M. J. BABINGTON SMITH Za 
lee A. MAITLAND, KC. J. T. TULLOCH, M.C., C.A. Al 
3 W. WHYTE S} 
2 * Managing S| 
E Child’s Branch - - - - - 1, FLEET STREET, E.C.4 ES 
Sg and = 
Aa MARYGOLD HOUSF, CARFAX, OXFORD ES) 
a Holt’s Branch _ - - - KIRKLAND HOUSE, WHITEHALL, S.W.1 


Letters of Credit issued. 


(Za The Bank conducts every description of Banking Business, both British and Foreign. BS 
Home and Foreign Credits established. 


ZSISIASIZ SAMI SIZ SIZ STANZ ST SIZ SI ST SIN SSI SSSI SI ST SS SSS SS SISSIES 


ay) 
cA) 


CZ) 


Executorships and Trusteeships undertaken. es) 
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In the early part of the year butter prices were generally 
lower than in 1938, as the following table shows : — 


LONDON PRICES OF BUTTER AND CHEESE 
(Shillings and pence per cwt.) 























| 
| Butter Cheese 
, | | | 
Averages of Weekly | fe [Ape . 
Figures | — Australian | ee Z Mow | Canadian 
Zealand | lealand ~ 
Finest Danish = Finest 
Finest Salted | Finest Whit 
| Salted — White “e 
! 

fF @e@ @&i «a « s. d. | s. d. » 
1937—A nnual average 110 9 110 0 27 3 7 0 74 «3 
1938—March ............ 117 3 117 3 122 6 | 69 3 77 3 
| en 122 0 119 3 124 3 | 68 9 80 0 
September ...... 120 0 116 0 135 9 72 6 72 0 
December ...... 109 6 107 3 144 6 69 3 2 8 
Annual average ... 117 6 115 3 130 3 69 6 76 0 

1939—March ............ | 116 6 114 11 138 1 61 0 72 
FEEB...ccns0e ore |} 116 8 113 1 i241 60 2 72 8 

Prices on | 

September 1... | 123 6 116 6G 135 6 61 0 62 

December 1... | 145 v 145 0 145 750 78 U0 





At the end of August prices for butter, cheese, other milk 
products and eggs were stabilised at the existing level, while 
the Ministry of Food took over existing stocks and sup- 
plies of all edible fats and their necessary raw materials. 
Wholesale and retail butter prices were raised to meet the 
extra cost of imported supplies; by the end of the year 
butter prices were standardised for all grades, and in 
January, 1940, when butter rationing was begun at the rate 
of 4 oz. per head per week, a uniform blend of butter was 
introduced. The consumption of margarine and other 
cooking fats was still unrationed, but their production was 
under the control of the Ministry of Food. Supplies of cake 
for dairy cows were generally satisfactory during the autumn 
and winter, but supplies of cereals for poultry feeders were 
very erratic at the end of the year. As the following table 
shows, the number of poultry was much the same in June, 
1939, as in 1938:— 


No. OF POULTRY IN THE UNITED KINGDOM 
000) 
1929 | 1937 1938 193 
Fowls 55,53 69,053 69,119 69,321 
9 ee en 5,056 | 4,833 9,127 4,838 
Total of Poultry ......... 60,592 | 73,886 74,246 $159 
* I tura 1 sa 


Egg prices were also well maintained, and as the price of 
feeding-stuffs was generally lower than in 1938, poultry 
feeders were in a fairly satisfactory position until the out- 
break of war. It then appeared that the Government’s reserve 

. t . 
of cereals was composed mainly of wheat for human con- 

EGG Prices AT LONDON PROVISION EXCHANGI 
(Shillings and Pence per 120) 











} | ci 
Averages of Weekly —— Dutch — Danish 
Figures | Specials 18 lbs. | ctieete 154 lbs 
- 
1937—Annual average 17/3 16/0 11/7 
1938-~March 11/8 11/5 10/8 8/8 
IED ecenncasponnsceses 14/8 12/11 13/6 10/6 
September ........ 21/6 15/8 19/9 13/10 
December .... 22/2 17/6 18/1 14/4 
Annual average 17/9 14/6 16/3 12/2 
1939—March ......... ; 11/10 11/0 10/11 8/11 
ee — 14/1 11/0 12/11 S/11 
Prices on— 
September 1......... 18/0 pee 12/9 
December 1......... 27/0 ion ; 19/¢ 





sumption, and the shortage of feeding-stuffs in the early 
months of the war led to the disposal of a large number of 
birds for which food could not be found. Egg prices came 
under the control of the Ministry of Food; prices of British 
eggs were decontrolled at the end of December, though 
maximum prices were maintained for various grades of im- 
ported eggs. 
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Fruit and Vege tables 


ALTHOUGH the exceptionally wet winter hindered the work 
on autumn vegetables, weather in 1939 was favourable 
on the whole for horticulturists. There were exceptionally 
large crops of apples, pears and plums and returns from 
small fruit were also satisfactory, except for strawberry areas 
affected by the drought in June. Marketing of the large crops 
of tree fruit was hampered by the outbreak of war which did, 
however, stimulate the canning and jam-making trades. The 
1938-39 potato crop was also good and prices were main- 
tained at satisfactory levels by the strict riddle regulations of 
the Potato Marketing Board. As the table below shows, the 





area planted to potatoes in 1939 was lower than in the 
previous year: —- 
AREA UNDER CERTAIN FRUIT AND VEGETABLE CROPs 
IN GREAT BRITAIN 
(In thousands of acres) 
ee a siesta — J 
1929 1936 | 1937 | 1938 iy 
nineteen ” mpc $$ —_--—_| “ 
Orchard fruit 249-4 | 262-6 259-9 | 252-7 255°7 
mall fruit ... 72:9 | 65:2 61-8 | 58-4 57° 
Total ... ae 322:3 | 327-8 | 321-7 | 3111 313-3 
Potatoes 5 as 663. 6 534-0 | 590-7 | 610 O SSS ft 
EARNS. sunewasnsosns 32-4 | 43-7 | 38-2 432 | 40) 
>proutsf ... cove ° 26:7 35:0 | 32:5 | 41-3 | 7 9 
Caulifiowert ....00.c0.00. ‘ii 13-9 | 20-5 | is-8 | 19 9 | is-9 
Carrots ... Seascale ; 10-6 17:4 14°5 16:3 
* Including savoys, green kale, and rout broccoh for | im consumpt 
t I ngiand and Wales il Provisional 


At the outbreak of war the functions of the Potato Market- 
ing Board were taken over by the Ministry of Food, which 
fixed maximum wholesale and retail prices for all grades of 
potatoes. The levy on excess acreage was also removed and 
farmers, horticulturists and allotment holders were urged 
to grow more potatoes and other vegetab les. The control over 
cropping exercised by the Ministry of Agriculture was dele- 
gated to County War Agricultural Executive Committees, a 
number of which set up special horticultural sub-committees. 
The Ministry of Agriculture announced that as a general 
rule the area under soft fruits should be maintained to sup- 
ply jam and canned fruits; no further planting of orchards 
should be allowed, and every effort should be made to in- 
crease the production of early vegetables and of such staples 
as carrots and onions. The area under flowers should be 
restricted to the minimum necessary to maintain stocks. 


Fish 


No further steps were taken in 1939 in the marketing scheme 
for white fish proposed in the previous year, although the 
registration of dealers in white fish was completed in Janu- 
ary. East Coast trawler owners continued their voluntary 
scheme tor the limitation of landings from the distant waters, 
such as Bear Island and Murmansk, in spite of protests from 
the distributive side of the industry. Up to the end of July, 
however (the latest date for which statistics were available), 
landings of demersal in England and Wales were slightly in 
excess of those in the previous year, but there was a consider- 
able fall in the Scottish landings. Prices were generally main- 
tained. The herring season up to the end of July was again 
exceptionally poor. 

The prepared schemes for the decentralisation of fish dis- 
tribution were put into force in the first weck of September 
when air attacks on London and the major ports were gener- 
ally expected. The scheme was handicapped at the outset by 
the sharp fall in the amount of fish landed and by transport 
difficulties and, at the end of three weeks, the trade was re- 
stored to its usual channels. A large number of the newest 
and biggest trawlers and their crews were taken over by the 
Admiralty for naval work, and difficulties of convoy and, 
later in the year, of air attacks while at sea, ad ide 1 to the 
problems of the industry. Nevertheless, supplies at the end 
of the year were believed to be nearly back to normal; in 
addition, arrangements had been made to import considerable 
quantities of frozen fish and fillets from Newfoundland and 
Canada. 
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Raw Materials 














Output per man-shift, are given in the following table. 


ork 
ible 
ally . yal WORKING RESULTS 
om C saints — a ———— -——— 
reas Pr | Ne | Net Output | Earnings 
: . 0- Net Balance 
Ops THERE was a very marked recovery in the coal industry Peted 420] cents ities Cont Credit (+) | Pet, Man- per Man- 
did, during 1939. In December, 1938, output was lower than in per Ton | per Ton | per Ton | or Bom | Worked | Worked 
Che any corresponding month since 1934, while exports reached { ae 
1in- the lowest December level since 1926. The deterioration in ~~ . feiatal eae — oy — 
s of the European political situation, with the consequent intensi- 1907 S djs do | s de | sd Cwt. js. d 
the fication of re-armament and the accumulation of stocks, First quarter...| 15 6-54 | 9 3-38 13 9-12 | +1 9-42) 24-00 | 10 4-18 
the gradually affected the industry. By June output and exports }Scond quarter | to oe eee | te 698 | Fe tees | 23:38 | 10 >a 
exceeded the quantities for the corresponding six months Fousth quentes | 16 7:29} 10 0-16 | 15 1-02 | +1 6-27 23-30 | 1010-14 
of 1938; output in Great Britain in the 34 weeks ended a li a ec ee eee ke aml Beis les 5-40 
} August 26th was 155,259,300 tons, compared with Sescnl ennai | 17 2-65 10 9-19 16 6-47 +0 8-18} 22-64 ll 3°44 
152,611,300 tons in 1938. From January to September inland = Third quarter.. | 17, 2-68 | 10 9°24 | 16 6-02 | +0 8°66) 22-53 | IL 2-97 
demand and coastal shipping consumed about 80 per cent. of o'1s39 oe ee Ot eo ee te oe 
available supplies. tn. prin 17 rie 10 . os 15 8 17 +2 0-48 | 23°51 u 5°36 
" At the outbreak of war steps were taken to preserve the "OP ter | BY Fae | 20 toss | eee *| at uals 
necessary man-power in the industry, and weekly output in ~ ae Ki Pa i 
- September was nearly 4.9 million tons, compared with the The following summaries from the Iron and Coal Trades 
9 peak figure of 4.5 millions in August. Productive capacity Review of January 19, 1940, give accounts of the experience 
© was increased up to October 28th by a net gain of 94 mines during the year of the principal producing areas : — 
3 (69 mines closed and 163 opened or re-opened) and 12,752 S Ww ns : 
wage-earners employed. outh ales.—At the beginning of the year buyers in 
7 5S Bree 2 ates ; most of the principal trades showed great reserve and many 
0 he price trend during the first part of the year was down- foreign orders were lost owing to price-cutting by Germany. 
? wards, while wages and other charges increased, but profits Welsh output during the first quarter was on the average 
for the first half-year were higher than in January-June, 100,000 tons per week below that of 1938. Early in the 
. 1938. With the granting of wage increases to compensate for second quarter an improvement began which continued to 
the increased cost of living due to the war an increase in the end of the year. The coal strike in America resulted in 
coal prices was authorised by the Government. South Wales shipping about 60,000 tons to the United States 
The following table summarises the experience of the in- and West Indies. French trade has been of particular impor- 
dussee ta secent wears end in 1999 00 fer as statistice ore tance during the year. Several large contracts were negotiated, 
ket- 7 - wv 9% SO Tar as statistics are notably with the French railways. On the outbreak of war a 
lich available : — French Coal Purchasing Commission was set up in this 
s of Niiaiitleat aici Mei, country with an office in Cardiff. In the Portuguese market 
oe R I - i} TR the recovery was even more marked than in the French, while 
- nasi trade with Italy was fairly satisfactory during the first months 
‘ged enerte Gn Average Export | Unemployment and then improved at the outbreak of the war. It is stated that 
ver | Year Output cluding Prices (Board of | in Coal Mining she will take about 4 million tons of British coal, half of which 
ele- Bunkers) | Trade), F.0.B Industry will come from South Wales. Prices showed little variation 
Ss. a . —— — — _— during the first eight months and since the war started fixed 
ees, | Thous. Tons | Thows. Toms ~ increases have been authorised by the Governments The 
eral 1929 ... | 257,907 76,658 16 1 16-2 prospects of the South Wales industry at the end of 1939 
1932 ... | 209,244 53,108 16 3 34-0) were better than for some years. 
up- SD cco | 207,108 52,525 16 1 32-9 san bs Ds . - 
ards 1934 ... | 220,728 53,147 16 04 28-2 Northumberland. — The European political situation 
a, oe | ono oa ine . a 25-2 was continuously reflected in the Northumberland coal market 
. 1937 ... 241,000 52,041 Is. 6} 14-6 during 1939 and the year was one of uncertainty. The control 
ples ; maintained stability and buyers were able to cover their re- 
| be oe l ~ Fy E : = quirements at fair prices while reasonable wages and profit- 
| 1938 | 1939 1938 1939 1938 1939 1938 1939 able working were ensured. There was, however, no assistance 
a. ciel ere for exporters who, despite fixed f.o.b. prices, had to enter into 
aeee 2% : intense competition for orders, and frequently cut freight rates 
Foen | ‘Toes | Tons | Te .d d ‘ , to the point of loss. On the outbreak of war c.i.f. sales were 
Jan 20,832 | 20,357 | 3,939 | 3, ) 23 lO | 113 12-9 prohibited and exporters benefited from having to sell at the 
Mar. | 22008 | a0'e29| seo2| 3771 | 2011 | a0 atl itca | 33:3 Sales Committees’ permitted prices, plus 3 per cent. re- 
Apr 17,826 | 17.705 3560 | 3,512 | 20 91)20 1 | 14-4 | 1264 muneration. The year opened quietly, but by March there 
May 19,122 | 19,880 4,169 4,811 it it | 19 10g] 17-3 12-4 was an improvement and by the end of April there was a 
i aves aaa Pea | Sate ;|> 18-0 1 shortage of supplies which lasted until the outbreak of war. 
hug. | 17,049| 3,718 3399/20 sy | 19 17°8 11-3 At the beginning of September the organisation of the Sales 
Sept. | 18,517 3,882 | 20 17°4 9-1 Control was complete and the market soon settled down. 
Uct 9.08 | | 4,285 20 94 14-2 a9 With the decline in exports, supplies were plentiful. Since 
eme a casas | | Sat - FF 2 s September the colliery stemming position has been variable 
the " iano eee nate and deliveries against export contracts have encountered 
nu- Year | 228,214 | 46,350 | 20 103 15-4 11-1 shipping difficulties. 
| agaist : . Durham.—aAt the beginning of the year prospects were 
ters, poor and production at many collieries was curtailed. Towards 
rom The next table is compiled from figures published by the the end of March there was a marked improvement, partly due 
uly, Mines Department of the Board of Trade and covers about to heavy buying by Germany and Italy, which led to forward 
ble), 96 per cent. of the industry : — contracts from other countries anxious to ensure their supplies. 
y in There was an acute shortage of coking coal during the 
teks Output, Costs AND PROCEEDS summer. The experience of the bunker trade was better than 
Ger : in 1938, comparatively heavy contracts being arranged. 
ain- Durham also benefited from the American strike in May. 
vain | 1938 1939 Coke operations were curtailed by the strict control of the 
International Coal Cartel, which made supplies appear scarce 
dis- Great Britain a i dia ais throughout the year. 
ber, Quarter | Quarter | Qeater | ° wter South Yorkshire.—In the early part of the year the 
ner- niin was a a ee eee ? re collieries were able to meet all demands without working to 
t by Tonnage disposable...tons | 46,917,001 | 52,455,192 | 4.742.533 | 51,392,596 capacity. The demand for coke was disappointing and stocks 
port AGED evens scecscesensnsene £ | 25,265,314 | 27,413,105 | 28,750,446 | 28'008/988 of slack accumulated. On the outbreak of war the position 
. Stores and timber ........ {| 5,427,179 | 5,720,437 | 5,745,250 5,703,894 improved when idle blast-furnaces came into commission. 
, re- Other costs A | 6,910,512 | 7,155,184 | 7,142,799 7,208,715 Trade in industrial fuel was better than in the previous year 
west . ere S| tina | laevis | etiean | efuci and the consumption of house coal was up to the average 
the Commercial disposals .../ sroed 16197144 | 481503703 | 44°566'430 level. Some progress was made in increasing export trade 
and, Balance ......sseeeeeeeerees £ | + 1,693,102 |+ 4,767,552 | + 5,584,669 | + 2,345,693 though the improvement did not fulfil expectations. 
the ; RA a -_ - Lancashire, Cheshire and North Wales. ——- In _ the 
end ie Includes Miners’ Welfare Fund contributions and excludes proceeds of miners’ house coal section demand was good throughout the year and 
; in - at times in excess of supply. Transport difficulties “— = 
able o : a , ‘ countered when demand assumed large proportions. In the 
= Working results per ton, together with the earnings and industrial fuel section trade was steady, but insufficient to 


prevent stocks from accumulating. These were not cleared until 
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the miners’ paid holidays and short-time working reduced 
output in the summer. In both sections rationing led to quieter 
conditions in October and November. The coke trade has 
improved since the outbreak of war and coastwise bunkers 
have been in satisfactory request throughout the year. 


Oil 


IN view of the crucial importance of petroleum products 
in modern mechanised warfare, it might have been ex- 
pected that the year which witnessed the outbreak of the 
long-dreaded war in Europe would also have seen a large 
increase in mineral oil consumption. But, while the 
complete absence of reliable consumption statistics must 
serve to restrain dogmatism, it is safe to assert that the 
increase in consumption last year was modest. Not only did 
hostilities fail to develop on the scale expected, but civilian 
demand, especially for petrol, was severely rationed prac- 
tically throughout Europe. That requirements were higher 
last vear than in 1938 was thus due to the expansion of busi- 
ness activity and the accumulation of emergency stocks in the 
early months, and not to military consumption. 

While the task-of estimating production has been rendered 
more difficult than usual by the suppression of output figures 
in a number of countries, it is computed by the Oil and Gas 
Journal that world production of crude oil rose by 4.3 per 
cent., from 1,979 million barrels in 1938 to 2,065 million 
barrels last year—in round figures from 280 to 295 million 
tons. Last year’s output was 40 per cent. above the 1929 peak 
and twice as large as the quantity produced fifteen years ago. 
As the following table shows, rather more than 60 per cent. 
of the total was accounted for by the United States, which is 
responsible for a similar proportion of world consumption: 


TABLE I 
ESTIMATED CRUDE OIL PRODUCTION 


(Million barrels) 
Percentage 


1938 1939 Change 
United States ... 1,201 1,249 + 4-0 
A 5.  cckesustswansenbhe ; 215 220 ' 2-3 
IER, © cicngcascbanndones 190 210 L 10-5 
ete. abba shaw’ 77 77 can 
Dutch East Indies ............ 62 67 8-1 
ER, a evi ceeuesanséoe 49 47 4-1 
PE TVicl es ccbuscekssanaeve net 39 42 7°7 
lsc ceeaenedsee 32 30 6-2 
SEE OOO ET 21 23 9-5 
i ceases obese 18 19 5-6 
Argentina  ............+-0+000+. 17 18 - §-9 
RU ect ic ncdnciusitckesabenennene 16 13 18-8 
British India and Burma... 10 10 = 
SRA cs cpicegsaanieaertesves 7 8 + 14-3 
Other Countries ........0...... 25 32 + 25-3 
BE Sudkkdnkdeckevsuesieus 1,979 2,065 | 4-3 


That the 4 per cent. increase in United States crude pro- 
duction was justified by the growth of domestic requirements, 
resulting from the improvement in the country’s economic 
position, is suggested by the fact that stocks fell by almost 
36 million barrels in the twelve months, to 236 million barrels 
at the end of December; for this, the fifteen-day closure of 
producing wells in Texas and other states in the second half 
of August was mainly responsible. On the other hand, there 
is no doubt that the expansion of production towards the end 
of the year was made in anticipation of large wartime pur- 
chases by Great Britain and France. Demand, however, did 
not increase as expected, and American exports of all pro- 
ducts were actually slightly smaller than in 1938. This was 
reflected in an unwanted accumulation of petrol stocks— 
which rose by almost 10 million barrels during the year—the 
continuance of which now constitutes a serious threat to the 
stability of the markets. 

The rivalry between Venezuela and Russia for second place 
among crude oil producers was intensified last year, but, in 
view of the absence of official statistics, it is uncertain which 
country now has pride of place. With the inclusion of natural 
gasoline, however, it seems likely that Russia just maintained 
its lead, though the gain of little more than 2 per cent. in 
this country’s output fell considerably short of the planned 
increase. Ambitious plans are now in hand for the develop- 
ment of the new fields in the Ural-Volga district (which is 
far removed from the frontiers), but without a fundamental 
change in Russian methods progress is likely to remain slow. 
In Venezuela—especially in the eastern part of the country— 
on the other hand, much headway has recently been made, 
and there is little doubt that output here, following the 1939 
advance, will show a further substantial expansion during the 
present year. 
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Development work was pressed forward in the Dutch East 
Indies (including an intensified search for oil in Dutch New 
Guinea), and the tempo was increased when the war began. 
By contrast, Iran and Irak were forced to curtail their out- 
puts in consequence of interruptions in the normal movement 
of tankers. But the slight decline witnessed last year is likely 
to be more than offset by a considerable expansion of output 
in coming months. The long-term decline in Roumanian pro- 
duction, due to the steady exhaustion of the older fields and 
to inadequate incentives to explore for new deposits, con- 
tinued unchecked last year, but Mexican production made 
some recovery after the disastrous setback which followed the 
confiscation of the foreign oil companies’ properties in 
March, 1938. Whether this improvement will be maintained 
is, however, open to doubt, since the blockade of Germany 
has deprived Mexico of one of her chief markets. Among 
Empire producers, Trinidad production registered a moderate 
increase, while output in Canada, though drastically restricted 
owing to the relative inaccessibility of the Albertan fields, 
made further marked headway. 

Since the oil trade is so largely in the hands of international 
groups, there are only two countries in which a free export 
market can be said to exist—the United States and Roumania; 
and price developments in these two markets showed wide 
divergences im the period under review. In the former, the 
representative grade of mid-Continent crude remained un- 
changed throughout the year (though threatened with a 
reduction in the summer months) at the reduced level 
established in October, 1938, while the majority of 
finished products sold more cheaply than in the preceding 
year. ‘Iwo exceptions are petrol and high-grade (Pennsyl- 
vanian) lubricants—the former having enjoyed a short-lived 
boomlet after the outbreak of war, the latter having risen 
steadily in price from the beginning of the year in conse- 
quence of a growing demand and a restricted output. On the 
Roumanian export market a gradual price improvement was 
witnessed during the first eight months of 1939, and a re- 
markable boom has since occurred. Light gasoline rose during 
the year from 56s. 8d. (gold) a metric ton to 114s.; kerosene 
from 35s. 5d. to 84s.; gas oil from 32s. 9d. to 79s.; and fuel 
oil from 18s. 3d. to 36s. With Germany isolated from all 
other oil exporters except Russia, and with the Allies also 
bidding for the restricted supplies of Roumanian oil, the end 
of this boom is not yet in sight. Comparative oil prices are 
given below : — 

TABLE II 
OIL PRICES 
End of 
1935 1936 1937 1938 1939 
Crude Oil ($ per barrel 


Pennsylvania ......... 2-02 2-17 1-88 1-34 2-40 

East Texas ..... eee Se 1-18 1-30 1-10 1-10 

a eee . 1-14 1-22 1-4] 1-28 1-40 
Gulf Bulk Export Gasoline 

64-66 deg. (cents pet 

NOS eho cecccanusneciecns 5} 5} 58 43 4} 
England and Wales Petrol 

Ist grade (wholesale, 

shillings per gallon)+ . 1/5 1/5 1/6 1/6 i/7* 


* “ Pool’”’ petrol. t Inclusive of tax. 


In Great Britain the distributing organisations of the 
several companies have been merged in the Petroleum Board, 
while the lubricating oil pool regulates imports of this pro- 
duct. The number of specifications of the various products 
on offer has been considerably reduced, with a view to the 
utmost economy, while petrol has been denuded of some of 
its high-octane components. In consequence of the rise in 
world prices, the growth of transport costs, the depreciation 
of sterling and the increasing burden of overhead charges, 
the price of each of the major products has been twice 
advanced since the war began. 


Oilseeds and Oils 


OILSEED crushing and vegetable oil refining in the United 
Kingdom inevitably suffered severe dislocation at the out- 
break of war but recovered to some extent in the latter part 
of the year when supplies of raw materials were assured, 
though on a subnormal scale. 

In the pre-war period conditions were normal but for the 
effects of the unsettled political outlook. The downward 
trend of prices which characterised 1938 was checked, and 
business continued on a steady level. Supplies of raw 
materials were ample to meet world requirements. Imports of 
oilseeds, nuts and kernels into the United Kingdom in the 
pre-war part of the year amounted to 1,079,495 tons, 6.9 per 
cent., or 78,984 tons less than in the corresponding eight 
months of 1938. The decline was due solely to reduced 
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arrivals of oilseeds, principally cottonseed and soya beans. On 
the other hand, nuts and kernels showed a slight increase. 
There was also some advance in the imports of linseed, 86 per 
cent. of which was drawn from British India. The proportion 
from Argentina was thus comparatively small, an import 
duty of 10 per cent. ad valorem and high prices combining 
to put Plate seed beyond English buyers. Soya bean purchases 
declined for the same reason. 

Shipments of linseed from South America came up to ex- 
pectations. Exports from the River Plate for the full year 
totalled 1,326,600 tons, compared with 1,393,500 tons in 1938. 
Of the total, 905,000 tons were destined for Europe and only 
400,000 tons for the United States, Pressure on the market 
was considerably relieved by the unexpectedly large domestic 
crop of 506,000 tons harvested in the United States, against 
204,000 tons in the previous season. Shipments from India 
totalled 253,700 tons, compared with 290,300 tons. Crops of 
cottonseed, ground nuts, palm kernels, etc., were all satisfac- 
tory, and prices showed little variation between January and 
September. Calcutta ranged between £12 Ss. per ton in April 
and July and £13 in June and August. Plate linseed, which 
opened the year around £11 (plus duty), advanced to £12 Ss. 
in June and dropped to £10 17s. 6d. in July. Rumours of 
impending war caused a sharp advance of £1 per ton. From 
September 3rd the Government assumed control and took 
over stocks in the hands of importers and under contract, at 
fixed prices, in common with other oilseeds and oils. An 
open market was resumed in November, when prices of both 
Indian and Plate soared, the former advancing by £9 and 
the latter by £4 10s. per ton, Small exportable surpluses, the 
rise in shipping freight rates, war risks insurance and con- 
firmed forecasts of a very poor crop and an exportable sur- 
plus of only 1,097,000 tons in Argentina contributed to the 
increase in prices. In India the growing of more wheat has 
resulted in a smaller area under linseed for the coming 
season. Egyptian cottonseed, which in July had fallen to 
£4 10s. per ton delivered Hull, rose to £8 10s. in December. 

Production of vegetable oils in the mills of the United 
Kingdom during the first eight months was somewhat lower 
than in the corresponding period last year, but imports were 
greater and exports much reduced, so that the quantity avail- 
able for home consumption was approximately 495,000 tons, 
or 50,000 tons more. Details of imports of oilseeds and 
vegetable oil during the remaining four months of the year 
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are withheld, but there is reason to believe that the raw 
material position has not been entirely unsatisfactory, and 
probably better than was at one time expected. Under the 
control of the Ministry of Food all prices of oils and meals 
have been fixed and revised from time to time as the circum- 
stances dictated. In the early period linseed oil, for example, 
was steady and prices ranged from £23 to £25 12s. 6d. per 
ton naked ex mill, the trend generally being upwards. In 
August, however, there was a sharp advance of £5 10s., fol- 
lowing which prices were controlled and rose to £36 10s. in 
December and later (January, 1940) to £40 10s. The average 
spot price of raw linseed oil over the 12 months was 
£27 8s. 7d., compared with £24 5s, 14d. per ton in 1938. 
‘The export trade in cottonseed oil was again on a smaller 
scale. At the beginning of the year refined ex Hull mill was 
quoted at £21 15s., but by May had declined to £19 15s. and 
by July to £19. From September prices were controlled, and 
rose to £29 12s. 6d. for common edible. Very little soya bean 
oil was produced in United Kingdom mills; crude ranged 
between £22 and £25; ground nut oil between £20 and £23; 
and palm kernel between £16 10s. and £18 per ton pre-war, 
but under control advances of £2 and up to £6 10s. per ton 
were made. 


BRITISH SUPPLIES OF VEGETABLE OILS 








(In tons) 

{ | | Jan.—Au 

1935 | 1936 | 1937 | 1938 on 
1938 | 1939 
Home pr duction: as a eyry en =—— oF P ~ . we _- 
Linseed oil 85,767 90,920 | 95,345 92,103 | 61,215 | 66,875 
Cottonseed ojl 109,207 100,352 112,C21 103,474 $1,573 | 68,551 
Other seed o 46,764 | 31,746 | 33,715 34,720 19,794 | 17,892 
Palm kernel oil 67,540 65,258 | 67,422 60,234 37.912 47,286 
Ground nut oil. 398,367 | 82,815 121,758 146,902 | 103,780 | 94,311 
Copra oil, et 73,634 | 77,996 51,485 70,897 } 47,312; 53,167 
Total ..... 451,279 | 449,087 | 481,74 508,357 | 351,586 | 348,082 
Deduct Exports | 

Unrefined s 51,467 53,052 | 70,512 74.610 52,244 | 33,033 
Refined 13,646 21,342 | 26,397 13,000 | 8,454 | 7,603 
Remainder 356,166 | 364,693 | 384,841 | 420,538 | 290,888 | 307,446 
Add net imports 293.326 | 212.865 | 228,509 213,903 155,040 | 136,681 
U.K. Supplies. 579,492 577,585 | 613,350 | 634,441 445,928 | 494,127 





Output of rapeseed oil was maintained but that of castor 
oil was rather less. Rape oil advanced from £29 to £32 and 
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later under control to £44 5s., and castor oil (first pressure, 
in barrels) from £31 to £36 10s., the control price being 
£43 10s. (naked). 

The table on page 35 shows the United Kingdom’s supplies 
of vegetable oils in recent years and for the first eight months 
of 1938 and 1939, together with figures of net imports and 
exports for the same periods. 

The estimated supply of oilcakes and meals, including net 
imports, available for United Kingdom consumption in the 
eight months was 1,125,000 tons, compared with 1,200,000 
tons in the corresponding period of 1938 and 1,750,000 tons 
for the full year 1938 and 1,770,000 tons in 1937. 


Rubber 


Tue following is a summary of Messrs S. Figgis and Com- 
pany’s Annual Review of the Rubber Market, 1939: — 


The war’s effect upon rubber consumption depends mainly 
upon the size of military replacements for the decline in 
private motoring will limit the commercial demand. The ex- 
perience of the last war is of little use as a guide, for in 
1914 the motor trade was only three or four years old, while 
the planted acreage of rubber was 1,600,000 against more 
than 83 millions to-day. 

During 1939 the International Rubber Regulation Com- 
mittee had succeeded in getting the market under control by 
making severe cuts in shipments; from July, 1938, to June, 
1939, permitted exports were only 473 per cent. Stocks in 
the United Kingdom and United States had been much re- 
duced, and the new crop was expected to sell at higher prices. 
The rubber industry therefore considered it unfortunate that 
the cotton and rubber barter deal should have been arranged 
with the United States. 

Producers found the year a more remunerative one than 
for some time. The permissible export allowance was 58.75 
per cent., against 55 per cent. in 1938, but the basic quota 
had been advanced by 184,000 tons, and shipments were 
966,000 tons compared with 813,000 tons in 1938. For the 
last quarter of 1939 exports were fixed at 75 per cent., and 
for the first three months of 1940 they were raised to 8&0 


per cent. ; 
World consumption in 1939 was estimated to be 1,075,000 
tons, compared with 933,000 tons in 1938. This is a large 


amount when the decline in new private cars since the be- 

ginning of the war and the smaller purchases which Germany 

and Poland have been able to make are taken into considera- 
tion. There is room for an increase in stocks both in the 

United Kingdom and the United States, but if sufficient 

shipping is available to bring the usual quantities from the 

East there is likely to be a surplus in this country in 1940 

United Kingdom stocks at the end of August were 44,917 tons, 

but had declined to about half this amount by the end of 

December; supplies in the hands of manufacturers are said 

to have increased from 21,300 tons to 24,300 tons during 

this period. 

During the pre-war period of the year price fluctuations 
were small. The lowest quotations for spot standard sheet 
was 7i%d. per lb. on January 27th. With the reduction of 
stocks in the summer prices became firmer, and after the out- 
break of war advanced sharply. The year reached its peak 
at 12;sd. per Ib. on December 13th, and closed at 11%d. per 
Ib 


Copper 


IN the first seven months of the year the copper market was 
completely overshadowed by developments in the United 
States, where consumption reached 356,575 short tons, or 
146,043 short tons more than in the corresponding period of 
1938. A short-sighted price policy by American producers, 
who stabilised their domestic price at 11.25 cents per lb. from 
October 14, 1938, to April 10, 1939, alienated the consumers, 
and from the opening months of the year demand fell to the 
lowest level since the last slump. As a result, American pro- 
ducers’ stocks advanced from 289,755 short tons on January 
Ist to 377,155 tons on May 3lst. When the price wa 
gradually reduced in April and May, American buying re- 
vived, but it was not until July that confidence was fully 
restored. Outside the United States consumption in the 
January-July period was slightly lower compared with 1938 
—789,572 short tons, against 827,140 short tons. At the 
beginning of the year the London standard cash price was 
fixed at £44 16s. 3d. per ton, which proved to be the highest 
level until August 18th. A minimum of £40 17s. 6d. per ton 
was reached in the spring, from which level there was a 
gradual recovery in June and July. The margin between 
standard and electrolytic copper remained high in the first 
eight months of 1939, averaging nearly £6 per ton, against 
the norm of about £4 per ton. The co-operating producers 
endeavoured to influence prices by reducing their quotas on 
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February 22nd from 100 per cent. to 95 per cent. of the 
basic tonnages. Although extra-U.S. stocks declined to 
173,876 short tons, or less than six weeks’ requirements, on 
July 31st, the lower quota failed to achieve its results. On 
August 10th the low rate of stocks and the approaching war 
induced producers to give up their attempt to regulate prices 
by reduced production. The quota was then raised to 105 per 
cent., a level at which it was maintained until the suspension 
of the scheme after the outbreak of hostilities. 

From August 3lst the London Metal Exchange discon- 
tinued its dealings in copper, and they will not be resumed 
during the war, although it is intended to use the Ex- 
change as an intermediary between consumers and the 
Ministry of Supply’s Non-Ferrous Metal Control. Exports 
of copper from the United Kingdom were prohibited except 
under licence as from August 23rd, and on September 4th 
licences were imposed for internal transactions as well, On 

PRODUCTION, CONSUMPTION AND PRICES OF COPPER 
(In thousands of metric tons 


| j | 
| 1929 1936 } 1937 1938 1939* 


Py 
World 1 Od 1.677 2 97 1.982 2 2K 
ot which 
United Stat 931 558 75 502 730 
Chile 316 256 413 351 | 350 
Canada 110 191 238 263 | 275 
Northern’ Rhodesia | \ j 190 213 215 295 
Belgian Con pr 157 4 96 151 124 20) 
( nsum pi 
World 1,897 1,895 2,184 1,976 2,15 
{ which 
United Stats 1.016 734 797 173 750 
U.K 150) 259 14 259 300 
German \ 216 185 228 439 Su 
bra 139 113 120 109 140 
leer I s, d 4 i f 
Las ] 
ri t ’ ; ) 5410 7 »15 O 12 14 
* ist ated 1) Jar y t \ S 1929-38 Year B 
\ ican Bu Metal Sta 


the same date official maximum prices were imposed of £46 
per ton for standard and of £51 per ton for electrolytic 
copper, in both cases ex warehouse. On December 18th the 
price for electrolytic was raised to £62 per ton delivered 
consumer’s premises and the official standard prices were dis- 
continued. As exchange permits for copper imports are re- 
quired, and have not been granted, the Ministry of Supply 
has become the sole importer. In October the Ministry con 
cluded bulk buying agreements with the Canadian and 
Rhodesian producers to cover the approximate British re- 
quirements for the current year at prices based on the last 
pre-war quotations. Outside this country the war brought a 
scramble for copper, accentuated by the low level of 
American consumers’ stocks. The U.S. price—which now be- 
came the basis of dealings in neutral countries—was forced 
to 12.50 cents on October Sth, a level at which it remained 
to the end of the year. The heavy sales to U.S. consumers in 
the second half of 1939 raised total sales in the United States 
in 1939 to 803,400 short tons, against 514,000 tons a year 
before; producers’ stocks totalled 159,500 short tons on 
December 31st, against 316,543 tons on July 31st. Japan 
and Russia also bought heavily, but purchases of European 
neutrals were restricted through the contraband control of 
the Allies. France concluded some large buying agreements 
with Chile and Belgian Congo to cover war requirements. 
Production both in and outside the United States increased 
sharply from September, and supplies were again in excess 
of requirements in the closing month of the year. A decline 
in the United States price, however, was delayed until the 
second half of January, 1940 


Lead 


IN the first seven months of 1939 London lead prices fluc- 
tuated between £14 and £15 per ton. Only once, on April 
5th, did the quotation fall below £14, when it established 
the year’s “low” at £13 18s. 9d. per ton. Despite the loose 
co-operation of the principal extra-United States producers, 
production both in and outside the United States was slightly 
higher than in the same period of 1938, in spite of the inter- 
ruption in Mexican production by strikes. On August Ist the 
London price passed the £15 limit and reached £16 12s. 6d 
per ton on August 28th. On the outbreak of war the British 
lead market was subjected to the same restrictions as that in 
copper, and the Ministry of Supply concluded bulk buying 
agreements with the main Empire producers. The maximum 
price from the outbreak of war to December 18th was £17 
per ton including duty (7s. 6d. per ton) ex ship or 
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€17 12s. 6d. per ton including duty ex warehouse. On De- 
cember 18th the price was raised to £25 including duty de- 
livered consumers’ premises. In America the price of lead 
(East St. Louis) fluctuated between 4.85 and 4.75 cents per 
lb. in the first seven months. At the outbreak of war it 


PRODUCTION, CONSUMPTION AND PRICES OF LEAD 
In thousands of metric tons) 
1929 1936 1937 1938 1430" 
Productu : 
World ......... 1,75. 1,489 1,720 1,705 1,725 
of which 
United States 624 363 $26 344 410 
Mexico 249 218 231 243 200 
Australia 177 201 234 236 240) 
Canada .. 144 168 186 186 190 
Con umipt n 
World . 1.692 1.576 1.731 1.635 1.650 
f whicl 
United Stat 660 444 190) 163 $25 
U.K, 274 $51 $47 $89 iS85 
Grerman 212 47 235 247 “) 
! i M 
i h per 2 ¢ ) se ; 6 ¢ i868 5 4 1414 2 
+} iated t Ja ry-A i 124-1938 ) I ~a 
Bu 1 Metal Statist 


advanced to 4.90 cents and later in September to 5.35 cents, 
but liberal sales by American producers averted a further 
rise, By November conditions on the international market 
had returned more or less to normal, and there was a re- 
duction in the American price at the end of January, 1940. 

A feature of world production was the revival of the 
Spanish output in the last months of the year. World con- 
sumption in 1939 was adversely affected by the decline in 
building activity, but this influence was more than offset by 
the rising demand from the armament industries. 


Spelter 


From the beginning of the year till late in August the 
London cash price for spelter fluctuated between £13 and 
a level slightly over £14 per ton. The year’s “low”— 
£13 1s. 3d. per ton—was established on April 4th. After the 
war the Ministry of Supply took over control of the British 
market. ‘he regulations for spelter did not differ from those 
for copper and lead, and bulk purchases in the Empire at 
pre-war prices were made to secure British supplies. The 
maximum price for Empire spelter from the outbreak of war 
was £17 5s. per ton ex ship or £17 17s. 6d. ex warehouse 
until December 18th, when it was raised to £25 15s. delivered 
consumers’ premises. In the United States the quotation was 
steady at 4.50 cents per lb. East St. Louis in the opening 
months of the year. In July it was raised to 4.60 cents per lb. 
On September 27th large purchases forced the price to 6.50 
cents. After the re-stocking movement had ceased and a rise 
in production had taken place, the price was reduced to 
6 cents per lb. early in December and on December 30th to 


PRODUCTION, CONSUMPTION AND PRICES OF SPELTER 
(In thousands of metric tons) 
; ; 
14929 j 1946 1937 1938 1434 
Prod 
\\ | 1.47% 1,484 1.4668 1.589 1.600 
fw } 
United Stat 373 475 345 415 150 
Belgiut 198 195 296 210 180 
Germany 102 136 163 192 240 
Canada 18 138 144 156 lou 
Consum ptic 
World 1,463 1,525 1,636 1,487 1,500 
f whicl 
U.S.A 541 521 557 375 150 
UK 190 22 32 212 245 
( I 1 m 209 234 61 245 
feerage Pr 
n Ord j | 
i » F 4 14 S , S 2 13.19 10 1 1 ‘a 
* Estimated, :) January t Au Sou Year | k, Ameri 
Bureau of Metal Statist 


5.75 cents per lb, Consumption was stimulated by armaments 
and civil defence work, though demand from the building 
trades was poor; consumption in die-casting, which requires 
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mainly high-grade spelter, made further headway. Produc- 
tion in the pre-war period was at about the same level as in 
1938. Hopes for a revival of the International Zinc Cartel 
did not materialise. As from May 26, 1939, the British duty 
on foreign zinc was raised from 12s. 6d. to 30s. per ton. 
Empire producers agreed to pay to Imperial Smelting Cor- 
poration a sum of 10s. on each ton of zinc imported into the 
United Kingdom. In addition, the Empire producers, to- 
gether with the Imperial Smelting Corporation, agreed to 
pay British consumers a rebate of 17s. 6d. per ton of zinc 
contained in zinc products exported from this country. By 
this agreement the output of Imperial Smelting Corporation 
was to be limited to 60,000 tons per year. 


Tin 


‘The International Tin Committee kept supplies at a very 
low level in the first half of 1939 in order to force the Lon- 
don price to the upper level under the buffer pool scheme 
of £230 per ton. After some initial weakness in the first weeks 
of 1939, which reduced the standard cash quotation to 
£208 15s. per ton on January 26th, the price rallied gradu- 
ally and in April exceeded £220 per ton; in the last days 
of June the price reached £230, at which level it remained 
to the beginning of the war. After the outbreak of war 
British internal dealings in tin remained free, although 
exports were prohibited except under licence and a maximum 
price of £230 per ton was enforced. Owing to the fact that 
the buffer pool was willing to cover any demand at £230 
per ton, consumers in all parts of the world had used up 
their reserves in the summer and the war led to a scramble 
for supplies. Although the International Tin Committee 
raised the quota for the third quarter of 1939 from the 
original level of 45 per cent. to 120 per cent. of the basic 
quota and later fixed the quota for the December quarter 
at 100 per cent., supplies remained short. The turnover of 
the London Metal Exchange was heavy in September and 
the first week of October and the issue of export licences 
from this country was suspended from October until the 
end of January, 1940. From October 13th the exchange was 
rationed to 25 tons a day, which were distributed by a special 
committee. Under the growing pressure of the discrepancy 
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between British and United States prices, the Ministry of 
Supply removed the maximum price on December 11th; as a 
result the London standard cash price jumped to £272 per 
ton on December 12th, but subsequently a sharp reaction 
occurred to £247 15s. per ton at the end of the year. The 


PRODUCTION, CONSUMPTION, STOCKS AND PRICES OF TIN 
(in thousands of long tons) 











! i 
| 1929 1936 | 1937 | 1938 | 1939* 
| 
| | | | 
Produ | | 
Bolivia........ ocoe I 46-3 | 24-1 25-0 25-4 | 27°2 
Malaya.......... mes OOS | C8 f  TF-6 432 | 55-9 
Dutch E. Indies......... | 35°7 31:7 | 39-8 21:0 | 31-3 
Nigeria........... | 107 | 96 | 10-5 73 | 109 
_ , | 9-9 12-7 16°5 13 5 i 17-0 
Other countr | 49 | 35-2 39:8 | 39:3 | 41-4 
etal ...... . | 187-0 | 180-1 | 209-1 | 149-7 | 183-7 
United States............] 87°6 | 73-0 | 86-7 | 07 | 70-3 
United Kingdom 24-2 i 21-9 26-0 | 18 3 \ 27-6 
Germany.. } 16-0 9-2 12-4 | 138 14-0 
' - - - | - 
} | | | 
All countries ......] 178-0 | 159-8 | 199-1 | 151-5 165-7 
‘i } | 
Stocks | | j 
Visible supply and carry | | | 
over, end of year...... 27-5 22-7 25-7 278 | Si 
i | 
Average Price ee ee ee } ¢ s. f . 
Cash in London p. l.ton | 203 18 204 12 242 6 189 12 | 226 6 





* Provisional 


unpegging of the British and Straits Settlement prices helped 
considerably to restore more normal conditions on the inter- 
national tin market; in the United States the price of tin 
closed at 49 cents per Ib., the same level as the last pre-war 
price, after it had risen to over 70 cents per lb. 

After the war shipments of ore were resumed from the 
Dutch East Indies to Malaya for treatment for the first time 
since 1933. World consumption of tin in tinplates, automo- 
biles, solder and bronze was good in 1939, especially since 
the beginning of the war. There were large purchases by 
the United States Government for storage purposes and a 
barter of tin against timber between the British and Russian 
Governments. Trial smelting of Bolivian tin in the United 
States began in 1939, but production on a large scale has 
not been developed so far. 


Cotton 


Tue following table is compiled from Cotton Statistics for 
July, 1939. While no estimates are available of the world’s 
cotton crop for 1939-40, it is now possible to give complete 
figures for 1938-39: — 


Wortp’s Cotron Crop 
(Thous. bales of 500 Ib.) 














mtry 1933-34 | 1934-35 | 1935-36 | 1936-37 | 1937-38) 1938-39 
om ennai poems itn ma 
United States I 13,047 | 9,637 | 10,638 | 12,399 18,946 | 11,943 

Linters .. | 982 1,001 | 1,089 | 1,407 1,819 | 1,500 
Total.....i... .. | 14,029 10,638 | 11,727 | 13,806 | 20,765 | 13,443 
I 255 223 | 251 | 373 | 340 | 225 
a eastocenn 1,014} 1,359] 1,757] 1,824] 2,075 1,877 
PR cascorcesrconceveeseesen 278 342 380 374 | 424 350 
INE: ccessibnensseinetn 191 295 | 354 144 | 237 300 
Other South American | 75 71 | 86 127 | 29 | 130 
India® ....... ; 5,108 4,857 | 5,933 | 6,317 5,779t| 5,120 
ci eicatnn titan 2,673 3,078 | 2,410 | 3,741 | 3,083 | 2,200 
Japan, Korea, etc. ...... | 207 223 | 245 | 226 | 303 | 267 
East Indies, etc. ......... | 16 | 15 | 14 17 | 17 | 17 
hl eepiepenbingmnent |} 1,844; 1,772 2,313 3,550 3,782 | 3,851 
SEE: oxiapesinneeyenminent 159 | 200 | 125 161 | 150 | 150 
Iraq, Ceylon, etc. ....... | t | 2 | 4 | 8 | 16 | 16 
Asia Minor and Europe 190 | 246 | 382 | 345 | 453 | 555 
EEE cuiisehivauienpenis ae 1,715 1,511 | 1,707 | 1,821 | 2,202 1,668 
ae 126 237 | 199 266 | 265 265 
East Africa (British) ... | 274 273 | 335 | 349 401 320 
South Africa (British) . | 3 | 3 | 2 | 3 1 2 
West Africa (British)... | 23 | a7|  48| 38) 2] 25 
Non-British Africa ...... 149 170 | 223 275 | 300 3000 
West Indies (Britist 3 | 4 | 4 4 5 4 
West Indies (Others) ... | 24 | 31 | 25 | 27 21 20 
Australia, C66. ...ccc0c0000 18 } 14 | 14 o 10 } 10 
| 
World's total........ | 28,374 | 25,611 | 28,537 | 33,805 | 40,781 | 31,115 
World (excl. United | 

SPURRED conacnnsenvececn 14,345 14,973 16,810 | 19,999 016 17,672 
Per cent. of total......... | 50-6] 58-5 58-9 | 59.2 49-1] 56-8 

* Government estimate, 400 Ib. bales + Less than 500 bales 

t Excluding Burma. 


There was a very marked reduction in world production 
between 1937-38 and 1938-39, the crops in all the more im- 
portant growing countries being much smaller. The next 
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table, compiled by the International Federation of Master 
Cotton Spinners’ and Manufacturers’ Association, has been 
revised according to the latest information available : — 


WoRLD CONSUMPTION AND STOCKS OF COTTON 


(Thous. running bales, excluding linters) 























: Consumption 

>eason ae a ———— World 

ended | | Stocks, 

uly 3is : . . » . rs 

July dist American | Indian | Egyptian Bw | Total July 3st 
1931 ..... | 10,901 | 5,863 | 853 4,864 23,195 10,906 
1932 . 12,316 | 4,788 980 4,235 ‘ 12,144 
I 14,171 | 4,220 | 934 5,028 12,560 
1934 : 13,534 | 4,772 | 1,108 | 5,697 11,980 
1935*......| 10,859 | 5,597 1.084 | 6,866 8,541 
1936¢ ......] 11,815 } 5,393 | 980 | 7,201 8,766 
19372 13,279 | 6,022 | »273 9,146 29,720 9,649 
1938 ...... 10,293 | 5,863 | 1,188 | 8,142 | 26,168 12,079 
' 


* No returns from Germany. ¢t No returns from Germany or Italy. 
~ No returns from Italy. 


The third table shows the average price of raw cotton in 
Liverpool during recent years and quarterly for the last twe 
years :— 

AVERAGE PRICE OF RAW Cotton, LIVERPOOL 
(Pence per Ib.) 








American Egyptian 

Season ended July 3lst Middling Sakellaridis 
=r 10-52 eocece 18:14 
Ta a eens 5-71 anece 9-04 
; | ar eenennn 4°81 aes 6-78 
5 ED --palcsvésiaessbscanapanenion BOR cates 7:79 
TL” Wcusniietheeen Nebbabbennese 6-02 evsees 8-05 
Pee = asnaes peeeeesesesesedeoce 6-92 ecee 8:44 
SUD -eeeeceseuncsess 6-50 omen 9-20 
.l—a Sabniidnbibinamiibiene 711 ee 10-81 
RED” “Gh eiebbitehh dicitabnialaliieds . 4°97 eseece *7-42 
EE eubiebansinobecasesasceunses 5°17 shasee %7-27 
1938 —March .......0000 5-07 jams 8:40 
ED dcxtnmanes iinlbunn 4°62 7°45 
September .. 4°79 7°87 
December .... 5°15 smeine 7-70 
1939—March .......... : 5°21 - 6-96 
June iiaieoens 5°70 ; 6-67 
September..... G-S8S8 * *8-34 
Decem ber...... 2 8-56 *10°28 

* Giza, I.G.1 


Figures of raw cotton imports during the whole of 1939 
are not available, but during the eight months ended August 
31st they amounted to 6.7 million centals of 100 lb., valued 
at £15.7 million, compared with 8.6 million in 1938, valued 
at £20.0 million. 

A survey of developments in raw cotton in 1939 is given in 
the following summary from Mr F. W. Tattersall’s Cotton 
Trade Review of December 31, 1939:— 


On January 3, 1939, the quotation for Middling American 
cotton on the spot in Liverpool was 5.32d. per lb. The average 
price for the year was 5.84d., against 4.93d. in 1938; the 
lowest quotation was 4.80d. on April 12th and the highest 
9.00d. on December 13th. The year closed with the figure 
at 8.70d. per lb. The American crop for 1938-39 was 
11,943,000 bales, against 18,946,000 in 1937-38. World con- 
sumption last season was 11,250,000 bales. The carry-over of 
American cotton at the end of last season was about 
14,100,000 bales, of which the Government held about 
11,400,000 bales. An outstanding event was the barter deal 
between the United States and British Governments for the 
exchange of 600,000 bales of cotton for rubber. The cotton, 
which has begun to reach this country, is being held in re- 
serve. In December the American export subsidy was reduced 
from 1.50 cents a Ib. to 0.20 cent, which resulted in a sharp 
rise in price in Liverpool. 

The price of Egyptian cotton (fully Good Fair Giza 7) on 
January 3, 1939, was 7.5ld. per lb.; at the end of the year 
it had risen to 10.35d., having reached its peak at 12.75d. per 
Ib. on December 13th. The lowest quotation was 6.28d. on 
May 10th. The Egyptian crop last season was 7,933,781 
cantars, against 10,258,290 cantars in 1937-38. 

Production of all kinds of cotton this season will be about 
27,900,000 bales, making total supplies 49,350,000 bales. 
World consumption has been estimated at 31,000,000 bales. 
Stocks are thus ample for requirements, though their distribu- 
tion is causing much discussion and there is some doubt 
whether the freight space allotted to American cotton under 
the British Government control of shipping will be sufficient 
to meet the urgent demand for textiles. 


Silk 


SIncE the 1936-37 season world stocks of raw silk have 
gradually declined and prices have consequently shown 4 
rising tendency. Between January, 1938 and 1939, they rose 
by 154 per cent. Imports of raw silk and waste and artificial 
silk waste into the United Kingdom fell from 4.9 million 
lb. in the first eight months of 1938 to 3.8 million Ib. in 
the corresponding period of 1939. 
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The following account of the silk market in 1939 is sum- 
marised from Messrs. Morel-Journel and Company’s annual 
review : — 

The statistical position has been strong throughout the year. 
World production in 1938-39 was 36.5 million kilogs. against 
35.5 millions in 1937-38 and 41 millions in 1936-37. Produc- 
tion in 1939-40 is likely to exceed 38 million kilogs. The market 
was dominated by political events, but in spite of anxiety in 
trade circles business continued on a fair scale. Demand in the 
United States, which consumes three quarters of world pro- 
duction, declined between March and July, but then rose 
rapidly. During the summer Japan imposed a quota upon 
exports and limited prices. 

At the outbreak of war the French silk trade was placed 
under control and stocks were temporarily commandeered for 
defence needs. Prices rose on all markets. In October part of 
the French stocks were made available for civil needs and 
foreign purchases restored under visas. By December business 
had become steadier within the limits imposed by the scarcity 
of stocks and the firmness of prices, with the market mainly 
dependent on civilian consumption. 


The quotation for Japanese silk in this country was 
22s. 9d. to 24s. per lb. on December 29, 1939, compared 
with 8s. to 8s. 6d, per lb. on December 28, 1938. 


Wool 


Prices during the early part of 1939 remained at the low 
levels of 1938, but by April, with the beginning of the in- 
creased demand for military clothing, they showed signs of 
recovery, and by August had risen substantially. The issue 
prices fixed in October by the Wool Control for merino 
tops were approximately those ruling in December, 1937. 

The following table, compiled by the Imperial Economic 
Committee, gives the latest available figures of raw wool pro- 
duction in the leading export countries : — 

Wortp Woot PRODUCTION 
(In millions of lb., greasy basis) 





Production 




















Index 

cniiieiial a a = of Wool 

Season | U 2 | | U it i oe 
Aus- Argen- New anon United _ on , “ uly, 
tralia | tina | Zealand S >. State King- | World | 1914 

| Africa | dom = 100) 

| | 

| | } - + 
1931-32 .... 1,008 381 270 313 464 | 113 3,823 57 
1932-33 .... 1,063 J90 277 329 441 | 119 3,823 56 
1933-34 .... 996 384 290 283 460 120 3,708 70 
1934-35 .... 1,015 370 265 219 451 115 3,621 79 
1935-36 .... 971 348 304 250 453 109 3,664 72 
1936-37 .... 983 | 366 | 304 | 277 | 449 | 108 | 3,786 91 
1937-38 .... | 1,023 375 297 242 455 107 3,827 113 
1938-39 .... | 985 385 328 264 458 110 ie R89 
1939-40 .... | $1,005 +464 94 

' | 








+ The figures in this column refer to the earlier calendar year. } Provisional 


The next table shows that the substantial balances at the 
sources of supply at the end of the previous season had 
been reduced by the larger purchases by importers to more 
normal proportions by the end of 1938-39: — 


Stocks OF Raw Woo. aT END oF SEASON 
(In millions of Ib.) 


ee — Se a 
Australia (a) Argentina (b) |New Zealand (a)|South Africa (a) 


| 
In Store at | i 
ee | i Ce " 
| Selling Centres | All Centres 


At Ports 


| 
! - 
| All Centres (unsold) 

















1938 ..... 26-0 13-0 | 64-0 | 4:0 

1936 ...... | 23-2 22-0 17-0 7-0 

1937 ... 14-0 24-0 | 11-0 4:0 

1938 ... 71-0 | 34-0 | 24-0 8-2 

1939 ..... 30-0 | ; | 16-0 4°5 
| | | 





(a) Season ended June 30th. (b) Season ended September 30th. 


‘The following tables show the changes in prices between 
1938 and July, 1939, and between August and December, 
1938 and 1939. Prices were fixed by the Wool Control from 
October 23, 1939. 


WooLt PRICES IN LONDON 





| | | 
In pence per Ib. | July, Dec. 5, | Mar. 15,| Nov. 26, | Dec. 7, | July 26 
Fleece Wools 1914 | 1928 1933 | 1937 1938 1939 
| 
| | 
d. d. d. d,. da. d 
re 32 | 48 21} 31 28 26} 
64/67’s good medium ... 30$ 45 193 27-28 25 | 24 
60/64’°s good medium ... | 30 | 43 184 24-25 23 22 
58/60’s good medium ... | 29 | 41 17 24 21} 21 
56's fine crossbred ies 26 | 86 134 20 184 18 
50/56’s fine crossbred ... | 23 | 33 | 12 “He 15} *16) 
46/50's crossbred ......... | 18 | 27. | 7t +16 ti4} +16 
46's crossbred ............ | 17 } 25 6 154-16 | 14} 154-16 
44's crossbred ..... ‘ | 16 | 24 54 33 14} 154-16 
* 50's fine. + 48's. 
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Au Oct | Dec., Aug., TOct., Dec., 

1938 1938 | 1938 1939 1939 1939 

d 1. ; d. d d. 

70's average ..... 28} 28-27} | 27-263 | 273-27 | 29}-31} 31} 

64’s average .... 264 26-25} | 253-25 26-254 | 28-303 | 30} 
60's super ........ 254 | 25-244 | 24 25-244 | 263-30 30 
58’s crossbred . 214 | 213 21 22) 43-27 27 
50’s carded 16} 17 163 19 214-2: 2 
10’s prepared 16 15} 15-14 17 18}-20 2 
tT Wool Control fixed maximum issue prices from October 23 onwards. 


Wool market developments during 1939 are given in the 
following summary of the Weekly Wool Chart of Decem- 
ber 28, 1939:— 


During the 1938-39 season importers bought heavily in the 
primary markets, and at the outbreak of war the United 
Kingdom stock position was quite satisfactory. During the 
ten months from November, 1938, to August, 1939, retained 
imports amounted to 730 million lb., compared with 534 
millions in the corresponding period of the previous season. 
It is estimated that consumption during the full year 1939 
was probably more than 800 million lb., a new high record. 
As a result of this increased consumption and of reduced 
imports since the war began, stocks at the end of the year 
were probably about the same as at the end of 1938. On the 
outbreak of war the Wool Control was set up with Sir 
Harry B. Shackleton as Controller. On November Ist all free 
stocks of wool, tops and noils were taken over and supplies 
of raw materials and semi-manufactures were rationed and 
issued to users at fixed prices. Issue prices for the export 
markets were substantially higher than those for the home 
trade. Agreement was reached for the purchase by the Govern- 
ment of the whole of the Australian and New Zealand clips 
for the duration of the war and one year afterwards at terms 
to yield a reasonable profit to growers—10.75d. sterling per 
lb. greasy for Australian, and 9.8d. per Ib. sterling greasy 
for New Zealand wool. The South African open market was 
continued but the British Government guaranteed a minimum 
price to the grower. 


Other Textile Fibres 
Prices of fibres in the United Kingdom did not change very 


much during the pre-war period of 1939, but between Sep- 
tember and the end of the year sharp increases took place. 
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The following table illustrates the changes during these two 
periods : — 
FIBRE QUOTATIONS IN THE UNITED KINGDOM 
(£ per ton) 


| January 2, 


August 30, January 2, 
1939 | 1939 1940 
Piax—Livonian ZK . 76-77 | 85 145-150 
Pernau HD ; 80-82 S4 135-140 
Hemp—lItalian PC ......... ; 70 | 71 Non 
Manilla spot “ J2’ 20 20 29 
Jute—Native Ist mks 19-75 Nom. Ni 
Daisee 2/3 Dunde: 19-25 | 21-8 | 49-5 
Sisal—African No. 1 . 26 
African No. 2 > 14-16-75 | 15-17 < 25 
African No. 3 . | { 24 


Imports during the first eight months of the year were 
generally greater than in the corresponding months of 1938. 
Flax increased from 26,618 tons to 35,867 tons; hemp from 
50,416 to 64,060 tons, and jute from 113,543 to 138,341 
tons. 

Flax.—The year was marked by a very high price level. 
At the end of 1938 it was announced that no exports of 
Russian flax would be allowed, and demand was therefore 
concentrated on Baltic and near European supplies. In spite 
of this handicap, the British linen trade obtained a steadily 
increasing turnover in the first half of the year; exports to 
America benefited from the reductions in the American im- 
port duties, home demand improved and the volume of 
Government orders was considerable. Unemployment in the 
linen trade fell from 24.4 per cent. of insured persons in 
December, 1938, to 19.4 per cent. in August, 1939. The 
interruption of Baltic supplies of flax from September accen- 
tuated the existing shortage of raw material, and by the end 
of the year prices of Belgian and Dutch flax had soared to 
double and treble those ruling in the summer. Against such 
a rise the maximum prices for flax and yarns imposed by 
the Flax Controller had no effect except to make imports 
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difficult; early in June, however, the control revoked 
the maximum prices, while maintaining a system of licens- 
ing for the purchase and sale of flax, yarns and linen. Pro- 
duction for the home market was severely restricted in order 
to conserve supplies of yarn for Government orders and for 
the export trade in finished linens. At the same time, a 
vigorous campaign has been undertaken to increase the pro- 
duction of home-grown flax both in Ulster and in Britain. 

Jute. Prices of Indian jute remained at a high level 
during the year, owing mainly to the expectation of a large 
consumption for sandbags. During the early part of the 
year stocks of goods at Calcutta continued to increase, de- 
spite the agreement reached in January to restrict the output 
from the Indian mills. During the summer and autumn the 
rate of output of sandbags in Dundee was progressively in- 
creased until it reached some four million sandbags a week. 
There was an outburst of speculation in Calcutta at the start 
of the war, which forced the price of jute to absurd levels, 
from which a relapse had occurred by the end of the year. 
The rate of output of sandbags will be reduced in the spring 
of 1940, and it is hoped that a resumption of civil orders 
will make good the deficiency. 

Manila Hemp.——During the early part of the year prices 
fluctuated narrowly with a generally easier tendency. The 
volume of business also tended to decline, and trading was all 
for early positions. American consumption was below normal 
throughout the year, and Japanese buying permits were 
never for very large quantities. In June, July and the early 
part of August, however, conditions improved. Larger quan- 
tities were bought and prices were firmer. By August the 
threat of war dominated the position; all offers were with- 
drawn from origin on August 25th owing to the instability 
and depreciation in European exchanges and the uncertainty 
as to freights and shipping space. Nominal prices showed an 
advance during the month of more than £3 per ton, but at 
the end of August there was virtually no market for 
Manila hemp. 


Manufactures 


Iron and Steel 


IN all districts 1939 was a year of recovery. At the beginning 
of the year conditions were not very favourable, but the 
speed-up in re-armament soon caused production to reach 
record levels. The Government’s plan to assist shipping and 
shipbuilding also influenced the steel industry and an in- 
direct result of re-armament work was the increased demand 
for structural steel by firms who were increasing their plant 
in order to work on Government contracts. 

At the outbreak of war the industry was at once placed 
under the control of the Ministry of Supply and a system of 
priorities instituted for the requirements of the Services, 
home defence and industries of national importance, while 
deliveries to commercial users and exporters were licensed. 

Recent developments in the industry are summarised in 
the following table: — 


British IRON AND STEEL INDUSTI 
' a a | = 7 oo 1 
| Output Iron, Steel and | ; 
(Thousand 1 Manufactures | Price of , 
thereof (Thousand |Cleyelan 7 
Year |— for | G.M.B 
Steel i. iii N 3 
Pig Ingots 
Iron and , 
Castl 
> d 
1929 ... | 7,589 9,636 2,822 4,380 70 6 12-1 19°8 
1932 .. 3,573 5,257 1,594 1,887 58 6 43 47-8 
1933 .. 4,136 7,024 971 1,922 62 6 37 -¢ 38-0 
1934 . 5,979 8,86 1,366 2,251 67 1 25-2 25°8 
1935 . 6,425 9,589 1,152 2,372 67 8 21 21°38 
1936 7,72 11,785 1,483 2.203 ; 14 15°8 
1937 7 8,497 12,964 2,033 2.574 3 4°S 10-9 
chili nntalliaiiiearaatainelaatgieniiane lt itemmemmnlles 2 ; 
1938,1939) 1938 1939 |1938/)1939' 1938 1939) 193s 39 | 1938/1939) 1938 44a 
761| 501) 1,081} S812} 309) 67) 191) 120/109 0! 99 0) 9-0)25 114-2 ) 
693) 516! 1,058} 971) 230, 89) 157) 138/109 0) 99 0] 8°5/17-9/14-6]17-1 
lar 715} 604) 1,116) 1 1} 277) 103) 176) 168/109 ¢ 9 11°1)16°7)16 j 
April 661) 609) 939) 1.05 62 92!) 168) 146 109 ¢ ’ 11°2)14-8)17-3)14 
Mav 634) 692 957) 1,218 56; 143) 168) 169109 94 13-2112 -0:21-0)10 
june | 542| 716] 776/1.176| 61| 200) 151) 162/109 0) 99 0/16-3/10 5/24-3) 9-¢ 
| 508} 744) 683) 1,153) 65) 221) 135) 177/109 9 O116-7/10.0/24-7) 7 
Aug. | 443 659 51] 237! 135] 136/109 0) 99 0}20-8) 9-1/25-7| 8-6 
Ser 430 755 62 13 109 0) 99 22-4, 6 8|27-4) 5-5 
O 469 854 52 159 109 0); 99 2:4) 6-3)20-°9| 5-8 
Nov } 462 SoU) 66 181 109 108 021-6) 6-5 $38) 5 °9 
) 446 656 52 162 109 0/108 0/21-5) 5°8/24-5) 6-0 
$ 10394 1341 9 0100 6116-2.11-8)21 10-6 


The price schedule fixed at the beginning of the year was 
maintained until the end of October, when prices were in- 
creased by about 10 per cent. to cover the higher costs of im- 
ported materials. There was no further increase during the 
year, but prices were increased again by nearly 10 per cent. 
on February 1, 1940. The higher margins were paid into a 
pool to compensate importers for the rise in the cost of their 
materials 

During the first eight months of the year imports of iron 
and steel and manufactures amounted to 1,148,081 tons, 
compared with 1,109,964 tons in the corresponding months 
of 1938; during the same period exports were 1,211,009 tons, 
against 1,280,396 tons in 1938. 

The next table, taken from The Iron and Coal Trades 
Review, shows the changes in British prices between the 
beginning of 1939 and 1940, 


IRON AND STEEL PRICES 
in J 13, Jan. 12, J 1! 
Cl € Material J ah 1938 1939 1940 

Iron ore f j 1 s. d 

Hematite, West ( t o1 W180 it Oi f-8 3 
Pig irot 

No. 3 fo iry, Cleveland 4 0 5 9 0 $19 0 5 § O 

No. 3 foundry, Scotct 4 v0 518 0 5 5 6 5 4 6 

Hematite, mixed Nos.,West Coast 

delivered Sheffield 5 3 6/ 618 6! 6 6 0) 610 0 

Hematite, mixed Nos., East Coast | 5 3 0 618 0 6 0 U 6 4 6 
Finished iron and steel 

Marked bars, 5. Staffs 3 0 0 1515 0 565 5 O 5 15 ¢ 

Crown bars, 5. Stafis 1010 O i3 S$ 0 iz 5 90 wis ¢ 

Steel rails 8 7 6 10 2 6 9 10 0 1 3 ¢ 

Galvanised sheets (export i415 ¢ 17 15 O 15 15 is 12 6 

Steel angles, Middlesbroug! . 2 4 11 O 6 1 68 

Steel angles, Glasgow 9 3 0 11 0 6 iv 8 *l1l 8 

Ship plates, Middlesbrough 911 9; 11 9 3/101 

Ship plates, Glasgow 910 6 11 0 0 11 6 81110 6 

Boiler plates, Glasgow 1 oO ¢ 12 26/)11 8 O;}f12 8 O 

Tinplates, I.C. cokes, f.o.! 1 0 0 1s ¢ 1 0 3 111 9 

. tland N I 4 


An account of the year’s developments in the main pro- 
ducing areas of the United Kingdom is given in the follow- 
ing summaries of the district reports from The Iron and 
Coal Trades Review of January 19, 1940: — 


North of England.—Recovery from the 1938 slump began 
in the spring of 1939, when stocks had been depleted and 
re-armament ws= increasing, and by June steel production re- 
cords were being broken and output is still being expanded. 
The change from peace to war conditions was accomplished 
smoothly, for the industry was already used to control. Pig- 
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iron output is still capable of expansion and during the year 
two furnaces were brought into operation and others made 
more efficient. An outstanding feature has been that Cleveland 
has ceased to produce Cleveland iron; the trade has declined 
gradually for some years, while orders went to the Midlands 
and hematite and basic iron is now being produced for the 
steel plants. The hematite trade was the last to experience 
recovery as excessive stocks existed. These proved very valuable 
when war increased the demand and it now appears that the 
number of furnaces producing hematite will soon have to be 
increased. Pig-iron production has been hampered by in- 
sufficient supplies of iron ore, but deliveries of foreign ore are 
now becoming more regular, while the output of Cleveland 
ironstone has been restored almost to the 1937 level of two 
million tons. 

Scotland.—Conditions were abnormal during most of the 
year. The outlook was fairly good in January, but in three or 
four months re-armament and Government work resulted in 
record-breaking steel outputs and there are twice as many 
blast-furnaces in operation as at the end of 1938. The Govern- 
ment’s plan to assist shipping and shipbuilding increased civil 
demand for iron and steel, while many Admiralty contracts 
were also placed. Export business was hampered by the con- 
tinued international tension but showed some improvement 
over the previous year. Constructional engineering activity 
was good after the first two months, largely as a result of 
Government contracts and of extensions to plant by firms 
on Government work. Only the light castings section of the 
industry reported an unsatisfactory year. There was some 
shortage of raw material when recovery began, but in the 
latter part of the year output and imports increased. Since 
the outbreak of war armament requirements have dominated 
the district, but commercial and export demands have not been 
neglected. All sections are heavily booked and the first three 
months of 1940 should be very busy ones. 

West Cumberland and Lancashire..-Trade in both 
Cumberland and Lancashire was on only a moderate scale 
until September. Iron stocks in Cumberland, accumulated in 
1937, were not absorbed until the autumn and it was not until 
war started that pressure for steel supplies, with a consequent 
substitution of bar iron where possible, led to a marked change 
in conditions in Lancashire. Recovery in the steel section 
began earlier and constructional engineers were particularly 
busy. Demand for iron and steel scrap has been consistent 
throughout the year. An outstanding feature has been a change 
in the distribution of Cumberland iron. Up till the war, de- 
liveries to the Midlands, Scotland and South Wales were 
in excess of local consumption, but now a larger proportion 
is used on the spot and, as in the last war, little can be 
spared to other districts. 


Sheffield and District..-Up to the outbreak of war the 
demand for pig-iron was less than the supply, although a re- 
stocking movement was noticeable after June. Basic pig 
was in good demand throughout the year, but hematite business 
was slack until the last quarter, when output was fully 
absorbed. The pre-war period was also unsatisfactory for 
finished iron makers. The demand for steel was good from the 
beginning of the year and expanded with the growth of arma- 
ment requirements until production reached the highest levels 
ever achieved. In spite of the scale of Government work com- 
mercial trade has not been neglected and contact has been 
maintained with overseas markets, although the quantity of 
material available for export has been small. 


South Staffordshire.—For some months before the out- 
break of war there was a heavy demand for all classes of 
steel and during the last quarter of the year the steelworks 
had all the work they could conveniently accomplish, though 
there was little material available for commercial orders. 
Throughout the year there was a substantial demand for all 
classes of semis, particularly sheet bars for air-raid shelters. 
Imports from the Continent were arranged during the first 
six months, but supplies were never sufficient for the demands 
made upon them. The hematite market, which was poor at 
the beginning of the year, improved in the second and third 
juarters and became busy after the outbreak of war, when 
inroads were made into stocks. The high-phosphorus pig-iron 
section had an unsatisfactory year, for its chief consumer, the 
light castings trade, has not been busy since November, 1937. 
Che steelworks were well occupied throughout the year and 
exceptional outputs were achieved. The steel sheet market 
was exceptionally strong. The foundry coke market followed 
the trend of pig iron. 

South Wales.—At the start of the year the steel in- 
justry was able to operate at only 55 per cent. of capacity, 
but by Mav output had increased by 39 per cent. and pro- 
fuction at 271,000 tons was the highest monthly figure for 
many years. Conditions in the tinplate industry were much 
better than in 1938 and in spite of a poor first quarter the 
vear’s production is estimated to be almost as high as in 
1929. In May the permissible percentage of capacity under 
he pooling scheme was raised to 75 and in June restriction 
vas removed Unemployment in January was 38 per cent., but 
by December had fallen to 11.1 per cent. This was mainly due 
to improved home demand; exports for the first eight 
months totalled only 215,955 tons, compared with 220,741 
tons for January-August, 1938. 


The following table shows world production of iron and 


steel. Revised figures for 1938 and those available for 1939 
are given. 
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Wor.tp Propuction oF Pic TRON AND STEEL 
(In millions of tons) 





1929 | 1934 | 1935 | 1936 | 1937 | 1938 | 1939 
| ' 
l | | 
Pig iron :— | | | 
United Kingdom 7:59] 5-97 | 6-42] 7-72 | 8-49 | 6-76 | 
Germany ......... 13-19 | 10-41%) 12-64%) 15-06*| 15-71%, 18-25 
nD sutndnien diane 2-07 ‘ oN ee . 
France. veceesee | 10°20] 6-06] 5-70] 6-13] 7:79] 5-90 
Belgium ............... ] 3°98 | 2-91 2:98 | 3:11 3°78 2-47 3-03 
Luxembourg ..... | 2-86 1-95 | 1-84 1-96 2°47 1-55 | 1-91 


| 
rotal, Western Europe | 39-89 | 27-30 | 29-61 | 33-98 | 38-24 | 34-80 
Other European Coun- | 
tries : 9-14 | 13-56 | 16-09 | 18-20 | 19-33 | 19-44 _ 
United States 42-61 | 16-14 | 21-37 | 31-03 | 37-13 | 19-16 | 31-3 
Australia, Canada & | 























India 3:02 | 2-25 2°83 | 3-07 3-46 3°64 
Other Countries. 2°69 2-63 3°25 3-98 3°89 2°83 
World total ............ | 97°35 | 61-88 | 73-12 | 90-26 |102-05 | 79-46 
| | — aeeeey | CURES 
Steel :— 
United Kingdom 9-64 8-85 | 9-86 | 11-78 | 12-98 | 10-39 | 
Germany ...... 15-99 | 13-65*] 16-19*| 18.91%] 19-54*| 23-00*| 
Saar tees ‘ 2-17 ae | 
France ...... ccoee | ©9565 6-08 6-18 6-60 7°80 6-00 “ 
Belgium .......... | 4-04 2-90 2:98 3-12 3-81 2-21 3-00 
Luxembourg ..... |} 2-66] 1-90 1-81 1-95 2:47 1-42 1-84 


Total, Western Europe | 44-05 | 33-38 | 37-02 | 42°36 
Other European Coun- |} 

















WE  “weameeacere | 13-00 15-24 | 19-08 | 23°14 | 25-99 | 25-57 | ‘ 
United States ...... | 56-43 | 26-06 | 34-09 | 47-77 | 50°57 | 28-35 46-8 
Australia, Canada & | | | | | 

a 2-06 | 2-48 | 2-70 3-15 3-41} 

Other Countries... 2-49 3-90 5-19 6:33 6°97 5-58 
World total ............ |118-37 | 80-64 | 97-86 [122-10 |133-28 |106-0 | 
\ | 
* Includes the Saar and Austria. + Includes S. Africa. 


Production in Belgium, Luxembourg and in the United 
States showed an appreciable expansion last year; the experi- 
ence of the other countries has probably been similar. 


“ Oo} 4 - “4 oO 
Engineering 
ACTIVITY in the engineering industry increased throughout 


the year. By December the proportion of insured persons 
unemployed had fallen to 3.2 per cent. in general engineering, 
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compared with 8.5 per cent. in January, 1939. Unemploy- 
ment is thus virtually non-existent, and further expansion 1s 
possible only as new labour can be obtained and trained. 
Government orders and the re-armament programme have, 
of course, been responsible for the improvement, which has 
been even more marked in marine engineering, but commer- 
cial business has also been on a large scale. Since the out- 
break of war commercial and overseas business has been 
considered only after military needs, with the result that 
exports have had to be curtailed. It is understood that about 
80 per cent. of the industry’s output is for military purposes 
and 10-15 per cent. for domestic civil demand, leaving only 
5-10 per cent. available for export. Exports of machinery 
during the first eight months of the year totalled 278,977 tons 
(valued at £36,070,174), compared with 312,426 tons (valued 
at £38,452,791) during the same period of 1938. 

Marine engineering benefited early in the year from the 
Government’s plans to assist shipping and shipbuilding, but 
the fall in the proportion of insured workers unemployed 
from 10.0 per cent. in January to 3.3 per cent. in December, 
1939, was mainly due to re-armament work. 


The following table illustrates the experience of the in- 
dustry in recent years. Figures for exports of machinery are 
not available after August, 1939:— 


BRITISH ENGINEERING INDUSTRY 


Unemployment 


Exports of caneatetes 


Machiner . 
lachinery General 
Engineering 


Year 
Electrical Marine 
Engineering Enginecring 





Tons % 




















% % 
! 
SEE sbpetnsennetaee 329,264 27-7 14-7 | 44-7 
1932 ..... 301,178 29-1 16-4 53-6 
1933 ..... 276,312 25-2 15-3 46°6 
ee . 335,030 16-0 8-6 31-9 
1935 ..... | 383,833 12-7 6-5 25-3 
1936 ..... | 380,495 8-5 4°3 14°4 
eae wie 1 438,377 5-4 31 9-4 
1938 1939 1938 | 1939 | 1938 | 1939 | 1938 | 1939 
| 
Re 41,534 | 33,224 6-2) 85] 4:3 5:7 8-1] 10-0 
February ............ | 35,608 | 34,599 6-5] 7-8 | 4-6] 5-5] 8-1] 10-0 
; 45,720! 40,341 | 6-7] 7-3 4°8 5-1} 7-9] 99 
| 39,619 | 34,220 | 6-8] 7-1 5:1 4:7 | 7-8] 9-0 
| 37,238 | 37.425| 7-1] 6-0| 5-3| 4-0| 8-2] 7-9 
40,435 | 34,419 | 8-0] 5-4 5-5 | 3-6] 81 7:4 
| 38,286 | 34191] 7-3] 4:5] 4:9] 28] 7-6] 6-7 
| 33,969 | 30,903] 7-7| 4:3] 5-2] 2:7] 7:5) 5-7 
34,700 | ate i; S11! 3-6 5-2] 2:4] 8-4 307 
| 37,096 | 8-1 6] 5:2] 2-6] 8-8] 3-6 
November ......... | 37,688 8-2] 3-4 5-3] 2:6] 9-1] 3-4 
December ......... | 38,744 7°9 | 3-2 4-9] 2-4 9-4 | 3°3 
eit eiomadisnsancans | 459,990 7-4 | 5-4] 5-0] 3-7 | 8-25 


The following is a summary of the description of develop- 
ments in the industry from the Annual Trade Review of the 
Chamber of Commerce Fournal: — 


The fact that for the last few years engineering firms have 
been engaged on re-armament work made the transition from 
peace to war easier and led to more economical production. 
Large and efficient units were ready to undertake mass pro- 
duction, but the utilisation of the resources of the small firms 
presented a new problem. A national committee of iron- 
founders has been formed and during the war both technical 
and manufacturing resources will be pooled. 

Mechanical engineers have had a busy year. Existing plants 
have been extended; important locomotive orders have been 
booked for the Dominions; firms making textile machinery 
have obtained orders after a long period of depression and 
have developed new markets and it is hoped that former Ger- 
man markets will be captured. Railway engineers have carried 
out a big scheme of automatic train control for the Great 
Western Railway and a good deal of electrification work. 
Emergency works were undertaken to prevent underground 
railways from flooding. The motor engineering section, in 
addition to work for the services, is working to maintain 
exports and some important contracts have been obtained 
from abroad since the war. 


The machine tool industry has worked to capacity through- 
out the year. Large numbers of machine tools are required 
for the manufacture of armaments and in addition extensive 
orders have been received from overseas. The expansion of 
aircraft engineering has been even greater than was expected 
and the output of engines and other equipment by mass- 
production methods is understood to have reached a satisfac- 
*ory level. The electrical engineering section has also had a 
busy year and the demand for lighter products, which had 
declined in the previous year, was increased by service re- 
quirements. The increased use of electricity owing to factory 
extensions and larger production has also led to an increased 
demand for electrical equipment and machinery. 
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Shipping and Shipbuilding 


AT the beginning of 1939 shipowners and builders were in 
anything but an optimistic mood. Both felt that the demand 
for their services was declining. The decline in world trade, 
with its effect on the freight markets and on shipbuilding 
orders, was accepted by them as a reaction from the boom of 
1937; but the steady encroachment of foreign owners and 
builders on their preserves—assisted by subsidies—gave rise 
tO grave anxiety. 
BRITISH SHIPPING 


j 
| 
| 
| 














| = ve The 
| B sigh Ot a ST ; Economist U snloy 
a Soon Index of : . 
\ | Freight | 
Rates ] ' " 
Entered | Cleared (1913 Shipping | Dock, etc., 
(With Cargo (With Carg 100) } Services | Services 
| | 
lhousand Ton rhousand lons | “o "%e 
1913 49,064 | 67,820 100 { ee 
1929 62,701 68,680 96-8 | 49°79 10°7 
1933 60,430 | 55,653 72°7 33-2 13-0 
1934 62,671 56,090 73°9 30-9 $1-5 
1935 62,629 57,325 74°4 29-4 | s1+4 
1936 67,415 56,818 84°6 25°38 9-5 
1937 70,420 61,390 128-3 °1-9 8 
' 
1938 1939 1938 1939 1938} 1939 | 1938 1939 | 1938 ; 1939 
ee oe 
| . 
January 5,335 | 5.047 | 4.869 4,646 {107 9 92-8) 26°3 | 26 7 | 25: 
February | 4,843 | 4,543 | 4,146 | 4,137 toz 1} 93 1} 24 9) 25°7 | 28° 
March ...| 5,598 5,291 | 4,580 | 4,686 | 99-2) 91-0) 24-4 | 24-7 | 27- 
April | 5,299 5,225 4,649 4,774 97-7] 91-8) 25-2 | 23-4 | 27-5) 
May . 6,035 6,147 4,795 5,408 97-8) 95 6] 24-0 | 22 0| 27-01% 7 
June .. 6,127 | 6,387 | 5,189 | 5,711 | 96-1) 92-0) 22-7] 20-4 | 27°2 | 22 S 
July ......| 6,068 6,569 5,238 5,594 95-2) 90-4) 21-7 | 20-2 | 25-9 | 21-3 
August ...) 6,417 6,617 5,379 | 5,525 | 95-7) 91-6) 21-6 | 19-0 | 25-0 | 21-5 
September} 5,911 | 5,475 , 97-2) . | 22-2] 17-6 | 26-3 | 23-9 
October | 5,887 | 5,352 | . | 95 6} oo. | 24°4] 19-1 | 25-8 | 27-5 
November| 5,366 | } 4,891 | 94-1). 26°11 19°3!27-1 | 23-3 
December|} 5,495 ‘ 4,698 92:8 .. | 26°8] 18-0; 25-3) 20°6 
Year | 68,372 om 58,879 ; 97-6! 24-2 |21+3 [26-5 | 24-5 


The Government were asked to come to the rescue, and 
not in vain, for by the spring the position had become very 
serious, especially for shipbuilders, who were then obtaining 
hardly any new orders. On March 26th Mr Oliver Stanley, 
then President of the Board of Trade, announced the outline 
of a scheme designed to tackle the problems of shipping 
and shipbuilding. The scheme, briefly, was as follows: — 

(a) Deep Sea and Near Continental Tramps.—A _ subsidy 
of £2,750,000 per annum is to be made available for a 
period of five years, actual payments to be governed by a 
sliding-scale based on freight rates. As a condition the Gov- 
ernient will expect the industry to continue its efforts of 
promoting an international agreement designed to adjust the 
demand of tonnage to the supply. There will be no subsidy 
for coasting tramps. 

(6) Instead of the Liner Defence Fund demanded bv the 
shipping industry, it is proposed to appoint an Advisory 
Committee for an experimental period of two years to examine 
and advise the Government “ regarding requests for assist- 
ance from liner companies whose services are endangered by 
foreign competition.” Each case would be considered on its 
merits. 

(c) In order to encourage shipowners to place new orders 
with shipbuilders owners of tramps and cargo liners are to 
receive a grant not exceeding £500,000 per anum during the 
next five years, with the exception of any year in which earn- 
ings did not justify public expenditure. Secondly, the Gov- 
ernment propose to make available £10,000,000 for loans 
to shipowners on favourable terms during the next two vears 
for the purpose of building tramps and cargo liners, other 
than refrigerated and passenger vessels. 

(d) Finally, the Government propose to make £2,000,000 
available for the purchase of suitable vessels which, though 
still capable of service, would otherwise be sold to foreign 
makers for breaking-up. This proposal follows closely Mr 
Heldin’s scheme for the laying-up of a reserve of shipping 
to be used in emergency. 

In shipbuilding the response was immediate. The mer- 
chant tonnage on which work was commenced in British 
shipyards during the second quarter was no less than four- 
fifths of the total for the whole of 1938. Shipowners, too, 
felt that the Government scheme would benefit them. 


TONNAGE Laip UP IN THE UNITED KINGDOM 
(Thousand tons net) 


Laid up on 1927-30 1935 1936 1937 1938 1939 


January 1 355 878 $36 212 175 452 
April 1 i 433 706 474 90 339 418 
lulv 1 334 S86 502 61 33° 82 
Oct ] {Ho 12 403 a9 156 


The position was altered completely with the outbreak of 
the war. Where there had previously been a surplus of ships 
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and shipyards there was now a scarcity. In shipping the 
need to economise tonnage became the most pressing prob- 
lem; in shipbuilding it was the need to increase the output 
of merchant and naval vessels to the maximum. 





BrITIsH SHIPBUILDING 


Output (Mercantile only) | 
Thou. Gross Tons Price of a 


| New, Ready 

















Yea ave o8 Unemploy- 
Under “Soe” mens 
| Commenced Siacieennies Launched | Steamert 
| tT (Thou. £)) % 
13k. 1,868 2,002 | 1,932 ve a 
1929 .. 1,648 1,560 1,523 | 60:0 24:2 
1931 .. 200 401 502 39-4 55°5 
1932. 72 225 | 188 32-0 61-7 
1933 242 332 133 34°5 59-3 
1934. 520 | 569 | 460 | 49-2 49-1 
1935. 682 | 7430 | 499 | 52-0 |} 42:5 
1936 ...| 1,081 964 854 | 69-0 31-2 
1937... 1057, | 4,524 | 917 97°5 | 23-8 
proenenrenen nia , penne eremnate 
| 1938 | 1939 | 1938 | 1939 | 1938 | 1939 | 1938 | 1939 | 1938} 1939 
Ft — 
fa | f 21-3} 23-0 
Ke >| 173 71 | 1,089 59 180 158 | 4 | 21-1] 22-3 
Mar....) | | | | (| 20:0} 23-6 
Apr...) | | ¢| 20-5] 21-8 
May... ¢} 157 402 | 1,037 | 791 287 | 138 | 80-0 | 85-04 | 19-9} 20-0 
June...) | | | | {| 20-3] 19-6 
July | _ | pal | f 20:9) 18-8 
Aug } 87 885 310 | < | 20-3) 17-2 
Sept || 21-2] 9-7 
wt (| 22-7] 10-5 
Nov » 88 , 780 | 1 242 | | 85-0 |121-54 | 22-4) 10-1 
D (| 22-5] 9-4 
| | | a 
| | : r 7 } = ¥ 
Yea 505 3,791 |. — : - 5|j |103-25|\| 21-1] 17-2 
| | | 
aa + Atend of year. t According to Fairplay.” | Average. 


Soon after the outbreak of war the Ministry of Shipping 
was formed, and steps were taken to create the machinery 
necessary to ensure the use of available shipping capacity to 
the best advantage. Profiting from the experience of the Great 
War, action was taken early in December to requisition 
tramps for full cargoes of cereals imported by the Ministry 
of Food on the North Atlantic route; the policy of requisi- 
tioning tramps has since been gradually extended and, at the 
beginning of 1940, was applied to the shipments of all 
cargoes of cereals, oilseeds and sugar, as well as to the import 
of iron ore and certain other essential metal cargoes. More 
than one-quarter of the deep-sea tramps was then fully re- 
quisitioned and the policy is to be gradually extended to all 
ocean-going tramps. On January 4, 1940, Sir John Gilmour, 
Minister of Shipping, announced that all vessels on the 
United Kingdom and colonial registers engaged in the deep- 
sea liner trades would be requisitioned on February Ist. 
During the last war requisitioning did not become general 
until early in 1917.) Rates of hire have not yet been fixed, 
but the shipping companies will be allowed to continue 
managing and operating their ships as though they were 
carrying on their own business, subject only to compliance 
with official instructions concerning the cargoes to be 
carried and the routing programmes to be adopted. 


MERCANTILE TONNAGE UNDER CONSTRUCTION 
(Thous. gross tons) 


End u 1929 1935 1936 1937 1938 #1989 

United Kingdom 1,560 743 964 1,125 7380 791 
Germany . 253 O54 {08 369 356 348 
TRE vcesncsse . 78 26 34 107 161 225 
France... 16 56 67 69 90 o5 
Holland .. 232 104 151 289 247 223 
Denmark .... 105 61 76 100 122 122 
span ... : is4 119 203 305 310 309 
Sweden . : YS 95 124 129 147 161 
als 0s 17 a4 110 204 299 39” 
World total ln 1,543 2,252 2,900 1,889 2.068 


3 
* End of June 


Shipbuilding came under Government control at the out- 
set, and from February 1, 1940, the construction and repair 
of merchant and naval vessels was co-ordinated by the 
Admiralty, with Sir James Lithgow as Controller of Mer- 
chant Shipbuilding and Repairs. At the outbreak of the war 
Britain’s merchant shipbuilding capacity was about 2,000,000 
gross tons per annum; in addition, there were facilities in 
private shipyards for the construction of about 500,000 tons 
of naval vessels. Thanks largely to the programme of assis- 
tance announced on March 26, 1939, and the subsequent 
spurt in new orders, the merchant tonnage under construc- 
tion at the end of June (the latest date for which figures 
are available) amounted to 791,000 gross. It is hoped to 
increase output to at least 1,500,000 gross tons per annum. 

In order to protect British shipping from the enemy, the 
convoy system was introduced as quickly as possible after 
the outbreak of the war. Losses by enemy action during the 
first five months of the war were 158 ships of 549,661 gross 
tons, equivalent to over 1,300,000 gross tons per annum. 


COMMERCIAL HISTORY & REVIEW OF 1939 43 


Motors 


TOWARDS the close of 1938 there were signs that the stage 
in the motor industry was set for recovery. In November and 
December new sales of private cars in the home market were 
higher than in the corresponding months of the previous 
year. Sales of commercial vehicles, it is true, were still de- 
clining, but this was offset, to some extent, by an increase 
in Government orders. 

The recovery gathered momentum as the year wore on. 
Private car sales continued well above the previous year’s 
level; the downward trend in turnover in commercial 
vehicles tended to slow down; Government work was ex- 
panding; export business was improving. 


REGISTRATIONS OF NEW VEHICLES 


Private Cars Commercial Vel 


o 


% change | % change 
Number from Number | from 
previous year | previous year 
| 


1938 —Octobei 20,033 4°8 5,597 13°8 
Novembe1 23,588 -14°3 5,030 3-7 
December . 26,018 + 0-9 5,604 11:5 

1939-—January.. 27,326 + 9-9 6,538 - 9-9 
February 23,509 + 23°5 4,617 11-9 
March . 39,267 + 10°7 7,304 7-2 
April ... 25,645 0-0 4,517 14°3 
May..... 28,268 +15°0 5,430 0-5 
June . 26,502 +17-0 5,375 0:8 
July ... 23,967 + 15-2 5,726 1-8 
August . (a) (a (a) a} 
September (a) (a) a) a 
October (a) (a) a 1 
November 3,549 85:0 3,334 - 33-7 
December 4,668 82-1 2,844 48°3 

Not availat 


In July, for the first time, domestic sales of commercial 
vehicles showed an increase over the figure for the corre- 
sponding month in 1938. Indeed, it seemed that the autumn 
would bring an expansion of business in every direction. 

The war rudely interrupted these tendencies. Sales of 
private cars took a headlong dive; in November and Decem- 
ber (figures for August-October are not available) they were 
only 15 and 18 per cent. respectively of those recorded in 
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the same months of 1938. The slump in sales of commercial 
vehicles was less severe; but even under this heading turn- 
over in November and December was 33.7 and 48.3 per 
cent. respectively smaller than in the corresponding months 
of 1938. The expansion in military demand and the resis- 
tance of export sales were insufficient to prevent a sharp re- 
duction in the industry’s total activity. 

Exports OF MoTOR VEHICLES 


l’rivate Cars Commercial Vehicles 


1934 43,907 13,742 
1935 54,520 13,685 
1936 64,765 16,923 
1937 78,113 20,436 
i938 . 68,257 14,275 
1939¢ . 70,000 11.500 

t Figures for September—December calculated on the bas 


export deliveries ex factories. 


But the manufacturing section of the motor industry has 
an important réle to play in war. It is an important reserve 
on which the aircraft and other sections of engineering can 
draw in order to expand their output. And during the present 
vear this reserve is likely to be used to the full. The produc- 
tion of motor cars and commercial vehicles for private use 
will be continued, though at a restricted level. Home sales 
will be small, but an effort is to be made to expand exports. 

The retail end of the industry, however, has suffered 
severely from the war, and, in contrast to its labour force 
which will find employment elsewhere, many individual 
firms may encounter difficulties in maintaining their busi- 
ness, 


Building 


THE building industry as a whole has not had a bad year in 
1939; but the relative importance of the various forms of 
construction has undergone marked changes. Measured by 
unemployment, the activity of the industry at the beginning 
of 1939 was smaller than a year earlier. But the spring wit- 
nessed a recovery which was maintained despite the war. 
Between January and May the percentage of insured persons 
in the industry unemployed was higher than in the previous 
year; from June to December it was consistently lower. 
Briefly, the construction of dwelling-houses continued to 
decline right up to the outbreak of war, when it was prac- 
tically suspended. Commercial construction, stimulated by 
the growth of defence expenditure, held up rather better, but 
as in the case of dwelling-houses, non-essential work 
virtually ceased on the outbreak of war. The value of the 
work in the hands of private architects actually stopped has 
been estimated at some £200 millions at pre-war prices. But 
since employment during the last four months of the year 
did not show a corresponding decline (after allowing for 
seasonal influences), it appears that the fall in private activity 
has been largely offset by increased Government construc- 
tion of factories, depots, hutments and other buildings. 


BRITISH BUILDING INDUSTRY 


146 Local Authorities in 
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Great Britain Percentage Index 
£°000 of Insured Building 
. Persons Activ 
Unem 
Dwelling- Other rotal ployed . 
Houses P 1935 1001935 100 
SS. pepeaenes 40,124 27,311 67,435 2-4 106°1 54} 
=n > 44,260 28,834 73,094 13°3 102°9 60 
Ee 46,764 27,841 74,605 16-4 102-9 65} 
i 40,492 22,518 63,010 22-5 101-5 62 
TE sasiecens 46,888 19,366 66,254 29-2 96°9 57 
 __— 62,308 21,373 83,681 24°6 93-6 73} 
SI tata 69,588 25.975 95,563 18-7 93°3 SS 
SD: . Gabesuese 78,145 35,573 113,730 16°8 100-0 100 
SD: dabiemeias 75,061 41,963 117,024 14-9 103-8 107 
1937 ......... | 67,636 | 43,285 | 110,921 13-8 110°3 98} 
1938 60,004 37,596 97,600 15-0 110-3 oan 
1939 
January ... 3,295 2,810 6,105 23-9 109-7 
February 5,453 3,137 8,570 20-1 109-4 83 
March ... 5,219 4,271 9,490 16-0 109°6 84 
April ...... 4,698 2,961 7,660 14°3 109°3 84} 
MEF onsese 4,076 3,574 7,650 12-4 109°4 82 
TD. cssone 4,186 3,609 7,796 11°3 109-4 SI 
i 3,499 3,348 6,847 11-1 109-2 79 
August .. se : “ie 10-1 109-7 
September : 9-2 110-2 
October ... ‘ in 12-7 114-0 | 
November , 14°6 114-0 
December j , 15°8 115-4 
‘ ' 
* The method of compilation of this Index and its limitations are explained in 


Notes in The Economist of November 11, 1933, and September 5, 1936. 
+ Corrected for seasonal fluctuations. Method of compilation explained in the 
Trade Supplement to The Economist of July, 1936. 
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_ The publication of returns concerning the value of build- 
ing plans passed was suspended in September; these returns 
(which are the raw material for The Economist index of 
building activity), however, do not include Government 
contracts and relate, in the main, to private activity. 


Building costs, as the index given in the accompanying 
table shows, remained virtually unchanged during the first 
nine months of the year; moreover, their rise in the last three 
months was comparatively small. 


The industry views its prospects in 1940 with a good 
deal of concern; as the volume of Government construction 
may not be fully maintained, activity is bound to decline 
unless the ban on private building is relaxed. 


Chemicals 


l'HeE tollowing account of the experience of the chemical and 
allied trades during 1939 is summarised from The Chamb. 
of Commerce fournal : — 


The transition from peacetime to wartime conditions was 
accomplished smoothly. The Government in the earlier par 
of the year had made complete preliminary arrangements for 
the control of imports and exports of essential chemicals, but 
the industry itself had, in the Association of British Chemical 
Manufacturers, an organisation competent to present its special 
problems and needs to the Government. Moreover, since the 
last war the industry has attained a large degree of internal 
consolidation and has increased its range of products 
enormously. 

In the dyestuffs section the cessation of German supplic 
in 1914 created immediate difficulties, but this time British 
manufacturers can meet home requirements and have a sur- 
plus for export. As many of the raw materials of dyestufis 
are also required for making munitions manufacturers of 
coloured goods for the general home market have been advised 
to economise in their consumption of dyes. 

In general chemicals there was a certain shortage in some 
branches at the beginning of the war, but the position quickly 
improved. Although stocks at the outbreak of war were not 
large, price increases have averaged only about 10-15 per cent. 
for products into which imported raw materials do not enter 
largely. The principal price advances have been in crude drugs, 
essential oils and imported finished products. In some cases, 
including alcohol, methylated spirits, zinc oxide and glyceride 
oils and fats, maximum selling prices are now fixed by the 
Ministry of Supply or Ministry of Food. Stocks of pitch and 
road tar continue to accumulate, but some of the tar acids and 
lighter fractions have benefited by wartime conditions. 

Foreign trade in chemicals during the first eight months wa: 
larger than during the corresponding period of 1938. The 
value of imports rose from £8,074,412 to £11,154,138, while 
exports advanced from £14,352,487 to £15,869,500. 


Figures for world production of fertilisers during 1938-39 
are not available, but it is understood that supplies in thi: 
country are likely to be adequate for farmers’ needs. The 
fertiliser trade adopted a svstem of voluntary control at the 
beginning of the war but is now being brought under the 
direct supervision of the Ministry of Supply. Prices, both 
free and controlled, have generally increased by about 2! 
per cent. since August. 


Cotton Textiles 


rHE first table gives particulars of mill consumption of raw 
cotton and has been compiled from the publications of the 
International Federation of Master Cotton Spinners’ and 
Manufacturers’ Associations. Only figures for the first half of 
the 1938-39 season are available. 
WorRLD CONSUMPTION OF RAW COTTON 


(Thous. running bales, excluding linters) 























| 
Season ended United | ae | United | acig | Other | wo, 
July 31 Kingdom ( : States Countries| 
ountrit 
| | | 
Se -ebtesabeneabiie 2,800 8,112 7,023 6,720 1,217 25,872 
1934 2,470 7,472 5,669 8,149 1,351 25,111 
1935 ..... 2,507 7,322¢ | 5,337 9,139 1,496 | 25,801+ 
1936 2,77 7,614t | 6,339 9,003 1,682 27,3713 
1937 2,851 | 7,513° | 7,938 9,512 1,908 29,723° 
1938 2,500 | 7.842 | 5,748 8,032 | 1.969 | 26.093 
1939 Ist half .. 1,142 4,094 4388 | 3,945 1,139 13,70 
+ No returns from Germany t No returns from Germany or Ital) 


* No returns from Italy. 


The very marked recovery which took place in the cotton 
industry in 1939 is reflected in the figures of unemployment. 
This improvement was due mainly, though not entirely, to 
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the home trade and Government contracts. Exports of piece- 
goods in the first eight months of the year totalled 957 
million square yards, against 926 millions in January-August, 
1938. During the same period exports of yarn amounted to 
85.9 million Ibs., compared with 79.2 millions. 


BRITISH CoTToON TRADE STATISTICS 


——————sssssss Nee 








! 
Net | LE: xports Prices— t 
y Imports | aaa ___.| Middling Unem Average 
ear on a ploy- > : 
of Raw American aan Earnings 
Cotton Yarn | Piece goods| (Spot) 

Million | Million | Million Sq. | Per Lb. % Per Week 
Lb. Lb. Yds. d, s. " 
1913 1,917 210-1 ©7,057°3 7°27 1-73 20 § 
1929 ... 1,462 166-6 3,671-6 10-33 13-2 a34 6} 
1032 ..... 1,204 141-6 | 2,198-0 5-25 28-7 32 6} 
1033 ...... 1,348 135-1 2,031-2 5-54 24-2 Sl 48 
EE eoese 1,200 130-0 2,067 -0 6-02 22-7 31 8} 
1935 .. 1,195 141-8 1,949-1 6-70 20-9 32 2 
cai chia } 1,515 150-9 1,916-6 | 6-69 15°5 33 0} 
BET snsesescione 1,599 159-1 | 1,921-3 7°12 11:5 35 9 








| { 
Month | 1938 | 1939 | 1938 | 1939 | 1938 1939 | 


1938|1939! 193811939 1938 | 1939 















































, a 
| | | | 
| Mn. | Mn.} Mn. | Mn. | Mn. | Mn. | Per| Per | | 
ib. ib. lb. lb. sq. sq. Ib. | Ib. | % % s. d. 
} yds. | yds. d. d. | | 
Ja | 147) 85] 10-8 12-9] 138] “121 4-94]5-19}20-1]21-4)35 14/35 3 
Fet } 137] 69} 10-0] 11-6) 117) 108)5-08|5-13/23-3}19-9)35  14)35 7 
Mar. | 122) 97] 13-1) 13-3] 129) 133)5-07 5-21|24-0|17-5|35 84/36 8} 
Apr. } 307} 88] 10-1] 9-5] 115) 108/4-87 4-96)25 0/16-6/35 6 |36 5 
May 7 83} 8:4| 10-6) 110] 120/4°65/5-41}29-8}15-1]34 6))36 1 
June.... |} 64) 54) 8-4 9-1] 96} 113}4-62)5-70)34-7|13-9}33 34/36 3} 
july.... 98} 77) 9-3) 9-3) 113) 129)5-01)5-47)28-8/12-8)34 10 \37 3 
Aug ..-- 90 62) 9:0) 9-7) 103} 126) 4-80/5-27/30-3)12- 2/34 34/38 0 
Sept. .. 91)... | 10-7] } 117] 4:79|6-88/31-7|13-6/34 3 | 
Oct..... } 84] 0) | anes | 116] 5: 16]6-33)24-0| 9-1)35 2 | 
Nov..... | 84} 11-9) 120 5°13]7-11/22-5] 8-1/35 4} 
Dec..... | 94)... 9-6) . 1038} 5 11/8 56) 21-2 otis 4 
otal | 1,195} _ 9 1,386 $:94/5-94/26-3)13 9/34 104 
| } 


a End of year 


employment Insurance ret 


* Million linear yards at end of year 
$} Trade Union figure: other figures are Ut 


During the first four months of the year the low level of 
prices ruling in 1938 continued, but later all grades of 
cotton were higher, and by the end of the year had advanced 
substantially. 
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Raw CoTTON, YARN AND CLOTH PRICES 
(Average of weekly quotations) 














| Cotton American | E ic | $9-in, 

2 {gyptian Bh eke 

Year ending eniann F.G. Fair Yarn | Yarn 7h yaa 
July 3ist aooademn Sakellaridis | 32's Twist, | 60's Twist, | “¢ = 15. 

' ; Egyptian Per lb. Per Ib. St Ib.’ 

| | | 

| d. d. d. s. d 

| 5-62 | 7-79 9-26 15-01 9 5 

6-02 8-05 9-84 16-46 9 6} 

| 6-92 8-44 10-29 16-06 9 6} 

| 6-50 9-20 10-34 16-08 9 2} 

7-12 10-81 12-58 18-61 10 2 

4°98 8-23 10:72 17-59 9 6 

5°17 7:27 9-08 17-18 8 8} 

\ 
{ | | | | 

Montt 1938 | 1939 | 1938] 1939] 1938} 1939} 1938! 1939} 1938 | 1939 


























j i 

d d. | d d. d. d. | d d. | s. d. js. d 
January 4°94} 5-19 | 8°41] 7-32)11-25) 8-94]17-75/17-25) 9 73) 8 6 
February .... | 5-08 | 5-13 | 8-39 7-06) 10-63} 8-84)17-75]17-12| 9 64) 8 7 
March ...... | 5:07 | 5-21 | 8-37] 6-96/10-31] 8-98)17-15]17-45] 9 54] 8 88 
BOER Giinians 4°87 | 4-96 | 8-02] 6-53/10-12 8-72/17-50|17-00 9 4/8 7% 
ME pxccanss 4°65 | 5-41 | 7-59] 6-48] 9-63] 9-11/17-25]16-65| 9 14/8 9} 
Dic ccs an 4-62 | 5-70 | 7-47| 6-67] 9-25] 9-31/17-13]17-00] 8 109} 8 11} 
Pi nxiicinas 5-01 | 5-47 | 7-92] 6-51] 9-50] 9-06/17-50/16-69| 8 113] 8 11 
ee Pee | 4°80 | 5°27 | 7-77) 6-67) 9-38) 9-08/17-25|16-30) 8 93] 8 114 
September... | 4:79 | 6-88 | 7-96] 8-34] 9-25/12-31]17-25]20-19] 8 8 [11 14 
October...... 5-16 | 6-33 | 8-10 7°50) 9+ 38/13-23)17-50/21-00) 8 9 jLL 2 
November... | 5°13 | 7-11 | 8-28] 8-07] 9-13]14-75]17-75}21-69] 8 93/11 3 
December .... | 5-11 | 8°56 | 7-63/10-28) 8-88/17-28]17-25/25-00] 8 73/12 3} 


| oe ae | | 





The following account of developments in the spinning 
and manufacturing branches during the year is summarised 
from Mr F. W. Tattersall’s Cotton Trade Review of Decem- 
ber 31, 1939:-— 

In the eight pre-war months spinners had many difficulties 
to face, though at times demand and prices improved, but 
after the outbreak of war requirements increased rapidly, and 
sales were on a much larger scale. In the American section 
demand overtook supply before the end of the year, and 
delivery dates were getting longer. The voluntary price agree- 
ments were maintained, though after September spinners were 
able to raise their quotations above the minimum levels. 
Spinners’ margins advanced more rapidly than raw cotton 
prices owing to the competition for supplies. The general ex- 
perience of Egyptian spinners was less favourable than that 
of those in the American branch, despite the gradual improve- 
ment in home trade. 
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In the cloth section export trade was very little better than 
in 1938. After the outbreak of war many customers appeared 
unable to pay the higher prices, and it was not until Decem- 
ber that orders were placed more freely, though demand was 
rather better from Scandinavia, West Africa and _ the 
Dominions. Makers of heavy material have had a much better 
year, as they were busy for many months on Government work 
which has now, of course, become even more important. 
Makers for the civil home trade were also busy during the 
second half of the year and in September a re-stocking move- 
ment began. Makers of standard grades of cloth have contracts 
which will keep them busy until near the end of 1940. Pro- 
duction in December was much larger than in the summer, 
but the expansion has been checked by the shortage of labour. 


Wool Textiles 
THE improvement in the wool textile industry which began 
at the end of 1938 continued and was accelerated in 1939. 
It is reflected in the rapid fall in the proportion of insured 
persons unemployed. This marked increase in activity was 
mainly due to the home trade; exports of woollen tissues for 
the eight months ended August were 218.6 million square 
yards compared with 209.4 millions in 1938, while exports 
of worsted tissues amounted to 23.3 million square yards 
against 22.7 millions in the previous year. The recent experi- 
ence of the industry is summarised in the following table : — 
BRITISH WooL TEXTILE INDUSTRY 


























Retained — U | Earnings 
Imports ~ nem- | (Ministry of 
ree — Labour 
, —————— SS \aw 1¢ Pi oe =’ 
Year | | Wool* | (Woollen a ch Textil 
Sheep’sand | woo) i Worsted | per Lb. and I a 
Ole orstec ndustry 
| Lambs’ Tissue Tissues Worsted) , 
Wool — =oueS | : per Week 
| Thou. Sq. | Thou. Sq. 
Mn.Lb. | Yds. | Yds. | 8. d. % s. a 
1913 ... 494-1 | 105,884a | 62,490 2 2 
1929 | 483-3 108,185 | 7,281 | 3 23 13-9 40 63+ 
1932... | 600-2 53,537 | 28,297 | 1 7 20-8 34 9} 
1933... | 600-9 | 61.307 | 93 | 1114 | 142 | 3511 
1934... | 528-7 68,940 | 22 | 2 23 16-0 | 35 5} 
1935 ... 605°0 | 71,208 | 38,457 1 113 13-0 | 36 5 
1936 ... | 649-0 78,184 39,800 2 3 9-2 37 2s 
1937 ... 562-4 79,875 42.960 | 53 10-2 32 9 
i | 
Month | 1938 | 1939 | 1938 | 1939} 1938 | 1939 | 1938 | 1939 im 1939} 1933 | 1939 
| | ' ' 
| | 
| ls. d. ls. d % %is.d s 
Jan 65-5)103-5) 6,663 6,107) 3,765) 3,210)1 114/1 103)21-1)15-2:35 43/38 6 
Feb | 47-8) 64-3) 6,046 5,926) 3,326) 3,123;2 OF)1 94)20-4/13 5/35 113.38 8 
Mar.. 67-2] 83-5) 5,488) 5,533] 3,099) 3,179] 1 11 [1 9§)/20-8/12-1/36 3 39 6} 
pr.... | 72-1) 82 9) 3,706) 4,078) 1,938) 2,134)1 11 [1 9 [21-2)14-0/36 63/38 11} 
May. 73-6] 89-3) 3,457) 4,411] 1,956] 2,064]1 11 |1 9})21-8/12 336 5$)/39 8] 
June. 71-5] 76-6) 3,440) 4,427) 2,340) 2,528)1 103/110 |22 919-136 2 \40 103 
July.. 41-3) 64-7) 5,099) 5,749) 3,035) 3,539)1 10Z|1 10}$)/22-1) 67,36 23,42 4} 
Aug.. 25-9) 54-3) 6,443) 6,349) 3,160) 3,583)2 0 |1 94$)23-2) 6-837 2442 6 
Sept.... | 30-4 5,086 } 2,389) ... |1 11g/1 11 [18-8] 5-7/38 0 
Oct.... | 32-2 4,541] ... | 2009] e 1 11 |2 O%/15-8] 41/38 6 
Nov.... | 51-6 4,475 | 2,159) ... |1 10/2 2 113-6] 3-6)39 33 
Dec.... | 59-0] | 4,597 | 2,317] }1 10$/2 2 |13-6] 3-4)39 4 
Total [625 4] ... |58919 31573 |1 11g/1 103) 19 6| 8-9137 1} 
| i 
* Queensland scoured, supercombing. Endof year. a@ Thousand linear yards. 


Prices for tops and yarns showed some rise up to the end 
of August, but the official issue prices were fixed well above 
the prevailing levels. The figures given below are taken from 
the Annual Review of the Weekly Wool Chart: — 


_AVERAGE PricEs oF Tops 














July, Dec. 31, | Dec. 30, | Dec. 29, | Aug. 31, | Nov.-Dec. 

In pence per lb. | 4914 1936 1937 '| 1938 1939 ‘| 1939* 
d. | d. d. d. d. d. 

70's average ...... 33 324 264 27 31} 

64's average ...... 32 | 36 304 25 254 30% 
60's super ......... 31 } 35 294 24 244 30 
58'scrossbred ... 26 304 244 21 223 27 
56’s crossbred ... 24 27 23 19 21% 253 
50's crossbred ... 20 22 194 16 194 234 
46's carded ...... 17 | (208 18 15 174 21k 
40's prepared...... 16 | 203 19 144 17 204 





* Issue prices, home trade. 


AVERAGE PRICES OF YARNS 


‘| July, | Dec. 31, | Dec. 30, IDec. 29, | Aug. 3 














1, | Dec. 27, 
Per Lb. | ‘Void | 1996 "| 1937 "| 1998 "| 1939 | 1939 
| 
s. d. s. d sd. / ad. | 8. d. s. d 
1/16’s super ............... 7 2 14] 1118] 1 8] 110 | 2 53 
2/16’s_ worsted, med. | | ; 
(44’s carded) ............ 1 8 2] 111 | 
2/24’s worsted, low (40's | | 
SEIIED cnccnessesnenes o 2 3} 2 0] 110 | 2 0 211 
2/32’s_ worsted, med. 
en eee 1 10 27 2 2 0 223] 3 2 
2/40’s (56’s super)......... 2 103 3 3 2 11 26 ” 7 *3 
2/48's botany (64's) ...... 3 3 4 3 3 8 3 2 . _ 
* 5)’ r r 
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The following account of the main developments of the 
wool textile industry during 1939 is summarised from the 
Annual Review of the Weekly Wool Chart: — 


The main features of the pre-war period of 1939 were a 
low level of prices and a gradual recovery of both home and 
overseas trade. An improvement in confidence was reflected in 
a re-stocking movement in all sections. At the outbreak of war 
the immediate concern of the Wool Control was to secure 
adequate supplies for the various Government services and 
much machinery capacity was switched over from civilian to 
military work, while wool was allocated for civilian needs by 
a system of rationing. During the Great War production for 
the Allies reached about 450 million square yards a year, 
almost as much as the industry’s total production in 1937, but 
France’s wool textile industry is now able to supply her mili- 
tary needs. 

Civilian and export trade has not been neglected, and sup- 
plies of merinos and the finer crossbreds are available for such 
work since Government wool requirements are mainly from 
46’s to 56’s. Civilian clothing demand exceeded supplies, for 
the prospect of increasing prices led to a re-stocking move- 
ment, and before the end of the year spinners and manufac- 
turers had to refuse further contracts. It was difficult to obtain 
semi- or fully-manufactured goods for the export trade in 
spite of the Government’s declared intention of giving priority 
to export requirements. Fully-manufactured goods could be ex- 
ported without a licence, and the licensing system for yarns was 
quickly developed. Manufacturers were free to produce for the 
home or export trade, but it was made known that in the next 
rationing period producers could count upon receiving wool 
for a 100 per cent. repetition of that portion of their output 
which had been for export. Wool shipments were held up until 
the last month of the year, when prices were fixed; they were 
about 35 per cent. above the home trade issue prices. Up to 
the outbreak of war exports had tended to improve, helped by 
a resumption of trade with China and increased business with 
Canada. 

The rate of employment showed a steady improvement up to 
September, which was later intensified. In October, t the per- 
centage of insured persons unemployed fell to the lowest level 
since 1923. It is estimated that the production of piece-goods 
in 1939 probably exceeded 450 million square yards, compared 
with 311 millions in 1938 and 344 millions in 1937, Yarn 
prices showed a very substantial advance after the outbreak of 
war, and the cost of working-class clothing on December Ist 
was 18 per cent. above the level of September Ist. 


Rayon 


IDURING the year 1938 the output of staple fibre grew to such 
an extent that it was very nearly equal to that of filament 
rayon. The year 1939 has shown that this process has not 
been continued, and that while the output of staple fibre has 
grown there has been a larger increase in the output of fila- 
ment rayon. The explanation of this probably lies in the 
reaction to enforced development of the use of the fibre in 
the totalitarian countries and the fact that the limit of such 
development, at least in peacetime, has been reac hed, It will 
be noted that in the countries where staple fibre has been 
allowed to develop on its own merits there has been a very 
marked increase in the output. It seems probable that the 
stress of war conditions may mean an even greater develop- 
ment of staple fibre in Germany, and as certain non-produc- 
ing markets learn more of the fibre’s uses there will probably 
be a greater export from Japan and Italy. The relatively high 
price of cotton and wool is a factor strongly favouring both 
staple fibre and filament rayon. 


WoRLD PRODUCTION OF STAPLE FIBRt 


(In thousands of Ibs.) 


| | 
1934 | 1935 1936 | 1937 ; 1938 1439* 
| | 
| 
Germany 16,000 33,000 94,350 | 229,000 353,000 | 400,000 
Japan ; 4,700 13,500 46,000 | 174,800 375,000 | 307,000 
Italy ..... ; 21,600 67,500 | 110,500 | 156,400 166,900 180,000 
SPEORME ccccccccccee 4,200 11,500 28,500 35,000 33,900 60,000 
PNIOD ccsvescescees 4,200 | 8,000 10,500 | 11,300 10,800 12,500 
IBA. cccoscscsccee | Awe | Seer 12,000 | 20,100 | 29,800 56,000 
Other countries 700 1,200 2,550 | 3,700 13,200 15,000 
: pee eceenesennceennt 
Total.... 53,600 140,700 304,400 621,300 82.600 |1,030,500 
* Provisional. 


During the year under review there was a marked drop in 
the price of the main raw material, i.e. wood-pulp, and the 
outbreak of war has not as yet had any very marked effect 
upon the level established. Continuous endeavour has been 
made to substitute other raw materials, but there has been 
no marked change in this respect. Japan has considerably 
developed her resources of wood-pulp in Manchukuo. 

The output of filament rayon did not reach the high level 
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established in 1937, when boom conditions were enjoyed in 
almost every country. Expansion has been very marked in 
the United States, where output has only been limited by 
capacity. There has also been considerable development in 
the newer producing countries, a tendency which the war 
will further develop. 


WorLpD PRODUCTION OF FILAMENT RAYON 
(In thousands of Ib.) 

















| 1933 | 1934 | 1935 | 1936 | 1937 | 1938 | 1939° 
| en ee ae 

| | 
Japan .......+00 97,800 | 153,100 | 224,320 | 275,000 | 334,000 | 208,900 | 228,000 
U.S.A. ....c000. | 213,500 | 209,000 | 257,600 | 278,000 | 321,000 257,60) | 309,100 
BERGE ccccccece 80,040 88,878 | 112,319 | 116,811 | 119,700 | 106,550 | 116,000 
Germany........ 63,000 90,000 | 92,000 | 100,000 | 143,300 | 143,000 | 155,000 
aa 73,400 | 85,500 85,500 | 85,800 | 106,600 | 101,500 | 110,000 
France........0+ 57,200 57,000 51,700 | 42,500 | 72,800 | 61,800 | 65,000 
Netherlands.... | 19,200 | 21,000 20,500 | 21,000 | 23,700 | 19,900 | 23,000 
Belgium .. 10,800 11,000 13,600 13,900 | 17,200 11,200 14,000 
Poland . 8,100 9,650 11,260 11,300 13,700 13,700 9,000 
Canada. jae 7,600 9,750 13,250 13,565 | 16,500 13,700 16,000 
RUBBER ccccccece 8,600 2,000 12,000 12,000 15,400 16,000 17,000 
Other countries | 24,100 | 27,400 | 27,200 | 27,330 | 35,000 | 38,000 | 40,000 

Total ...... 663,340 | 774,278 | 921,249 | 997,206 1,218,900] 





991,850 ‘eee 





aan 


* Provisional. 


The rayon industry in Great Britain was gradually rising 
out of the depression of 1938 which followed the boom of 
1937. Stocks were reduced, and for the first time there was 
real agreement amongst producers of all types of yarn re- 
garding prices and terms of sale, etc. When the war broke 
out the industry was immediately placed under control and 
prices were fixed at the then prevailing levels. Some time 
after there was a modest increase of 5 per cent.; in January, 
1940, it was decided that control was no longer necessary 
and that any danger of excessive prices could be averted by 
the use of the Prices of Goods Act. This decision was imme- 
diately followed by a further increase in prices of about 
10 per cent. In some cases the increases were higher, but 
rayon is still in a highly competitive position vis-a-vis the 
natural fibres. In the United States the rayon industry has 
developed rapidly, but though output has been fully ab- 
sorbed and stocks reduced to low levels, there has been no 
large increase in prices, which remain much lower than those 
ruling in 1937. This is due in large measure to the potential 
capacity of the industry and the determination of the pro- 
ducers to keep the price of rayon highly competitive and to 
rely on long-term development. 


Transparent Paper 


‘THERE are no returns, official or semi-official, of the output 
of transparent cellulose wrapping, a product which has been 
developed rapidly in the past few years. The leading pro- 
ducers are the “‘ Cellophane” group, with factories in Britain, 
France, Germany, the United States and other countries. 
The British industry is in the hands of the British Cellophane 
Company and three or four other producers. It will be seen 
from the following table that by 1938 the import surplus had 
been definitely converted into an export surplus and that 
during 1939 exports showed a further expansion. 
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UNITED KINGDOM TRADE IN TRANSPARENT PAPER 








(in cwts.) 
| 1935 | 1936 | 1937 | 1938 | 1939* 
Imports .......cesceeseeee 13,843 32,397 | 25,459 | 3,485 2,153 
ESINOUEE sccocrasesenenssene | 9,605 10,668 | 14,513 17,905 16,249 








| 
Import (—) or | | , 
Export (+) surplus |- 4,238 |—21,729 |— 10,946 |+14,420 |+ 14,096 
| { | 
! 


sal L a 


* January—August, 1939. 


For many years this trade was characterised by disorganisa- 
tion, but during 1938 and 1939 price agreements between 
the producers resulted in a more satisfactory level of profit 
being made. Certain products were excluded from the original 
price agreements and that their inclusion would further 
improve the situation was the view expressed at the Trans- 
parent Paper, Ltd., meeting. The export trade has been 
developed in a very satisfactory manner, not only in the 
Empire but in Scandinavia, the Baltic countries and South 
America. The war has caused dislocation, but the action of 
the authorities in releasing the product from “ export 
licence”’ is a favourable factor. 


Leather and Footwear 


DuRING the first eight months of 1939 the value of imports 
of undressed hides and skins was £12,012,511, against 
£12,604,587 during the corresponding period of 1938, while 
imports of leather and manufactures had risen to £5,438,382 
compared with £4,212,426. Exports of hides were also 
smaller than in the previous year; they totalled £727,414, 
against £758,581. Exports of leather and manufactures, on 
the other hand, rose from £2,447,178 in January-August, 
1938, to £2,784,593 in 1939. 


Developments in the leather and footwear trade are de- 


scribed in the following summary of the survey of the year 
from the Leather Trades Review. 


In the first three quarters of the year trade was steady but 
never spectacular. Production of leather was kept in close 
harmony with consumption and there was no evidence of 
large stocks to weaken the market. It was difficult to obtain 
properly remunerative prices for leather, particularly from 
the section of the footwear trade committed to the fixed-price- 
tag policy. At the outbreak of war, however, the footwear 
trade was no longer concerned with obtaining supplies cheaply 
but with obtaining them at all. During the early part of the 
year efforts were made to expand export trade and later these 
were continued and fairly satisfactory results obtained. 

At the outbreak of war leather and its related trades were 
immediately placed under the Ministry of Supply and a 
Leather Control was set up with Dr E. C. Snow as Director. 
Maximum prices were fixed, but those for imported hides 
failed to bring out the necessary supplies and until the restric- 
tion was removed on October Sth British tanners had to go 
short of their requirements. The buying, importing and ex- 
porting of hides and skins were placed under control and 
in October the Imported Hide Pool was set up, to which all 
offers of hides must be made; all purchases are made by the 
Pool, which distributes them to tanners and is responsible 
for obtaining the necessary imported hides. One unexpected 
result of wartime control was the improvement in the saddlery 
and harness section of the trade owing to petrol rationing. 


Since the outbreak of war leather prices have risen appre- 
ciably. In the first three months they rose by 35 per cent. 
compared with an increase of 23 per cent. in the first three 
months of the last war. 





Retail 


THE year 1939 opened ominously with a period of acute 
political crisis culminating in the German occupation of 
Czechoslovakia. Once this had been done and a more reso- 
lute attitude had been adopted by the British Government 
there was a widespread recovery in customer psychology and 
retail sales showed indications of vigorous expansion until 
the threat of war became immediate in August. War itself 
provoked abnormal purchasing of food and necessities 
during the evacuation period, but this phase was succeeded 
by a decline in spending as the nature of war economy be- 
came apparent, The new taxation scales and the Chancellor’s 
pronouncements on the need to restrict consumption also 
have had by now considerable effect. In the absence of the 
war it seems likely that retail trade would by now have 
been buoyant. 5 

In the first of the two accompanying tables percentage 
changes in the average daily value of retail turnover are 


Trade 


shown from February 1, 1937, to December 31, 1939, to- 
gether with changes in the value of stocks at cost. Sales 
on balance have increased more during 1939 than during 
1938, in spite of all dislocations. At the beginning of 1939 
stocks were still decreasing slowly, but this movement had 
been halted by June. 

Since the outbreak of war stocks have been substantially 
and progressively increased. But although stocks are at this 
moment higher than for many years past, it would be a mis- 
take to exaggerate the significance of this fact. Normally, 
retailers have in stock two months’ supply. The present in- 
crease would in very few cases give individual firms more 
than three months’ supply at the normal rate of sales. It is 
probable that during the coming year reduced purchasing 
power will lower sales’to sub-normal levels, but against 
this the replacement of existing stocks is likely to become 
progressively more difficult. Thus both from the point of 
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view of effective demand and availability of supply the in- 
dications are of a progressive reduction in turnover. 


PERCENTAGE CHANGES IN SALES AND STOCKS FROM THI! 
CORRESPONDING PERIOD IN THE PREVIOUS YEAR 





Value of Sales (at selling) Value of Stocks (at cost 





























Month | Year to Date Month 
ae ae — 
| 1937-8 1998-8 [199-40 1937-8 | 1938-9 |1939-40} 1937-8 | 1938-9 |1939-40) 
| 
| | | 
| % | %& % % % % % % % 
Feb. | +7:1 +4°4 | +2-3 | +7:1 +4°4 | +2°3 | +2°6 | +3-4 | —3-0 
Mar. {|+15-2 | —3-7 | +2-3 |411-4 | —0-2 | 42-3 | +3-7 | +2°-6 | —2°3 
Apr. +1-5 [411-4 | +1-3 | +7-9 | +3-4 |] +2-0 | +4°8 | 41-3 | —1°8 
May +13-2 | —6-1 +9-1 +9-0 | +0°8 | +3-8 | +4-1 +1-3 | —2-8 
jury +48 | +86 | —3-3 | +82 | 42°41] 42-1 | +4°7 | —1-4 | —0°8 
uly | +81 | +3-6 | +1-2 | +82 | +2°6 | +2-0 | +5-0 | —2-1 | +0:1 
Aug. | +6°7 | +2-8 | +6-4 +8-0 | +2°6 | +2-4 | +6°3 | —4-4 +2-7 
Sept. | +8-6 | +0-9 |+13-9 | +8-1 +2-4 | +3-8 | +7-0 | —4-5 | +0-1 
Oct +4°4 | 42-0 | +6°5 | 47-7 | +2°4 | 44-1] 47-4 | —5°5 | +5-0 
Nov. +7-1 —1°3 | +0-8 | +7-6 | +2-0 | +3°8 | +5-6 | —4:2 | +9-5 
Dec. +8-3 | +1-9 | —1-5 | +7-7 | +2-0 | 43-1 | +3-5 | —2-9 |412-4 
Jan. +6-2 ; +7°6 | +1°8 ans +3-1 | —2°6 “ 





The value of sales in the non-food categories increased 
during the period February-December, 1939, by 1.8 per 
cent., while food sales—which include sales of sweets and 
tobacco and restaurant sales as well as the more obvious pro- 
ducts—increased in the same period by 4.3 per cent. This 
increase compares with an increase of 4.0 per cent. in the 
previous year. The normal seasonal movement was dislo- 
cated by the war, October sales being up, November approxi- 
mately equal, and December down by comparison with the 
figures of the corresponding months of 1938. 

The principal changes in the sub-divisions of the non- 
food group were as follows: — 

Increases: Boots and shoes (+-7.3 per cent.); miscel- 
laneous (+6.6 per cent.); men’s and boys’ wear 

+ 3.5 per cent.); women’s wear (+ 1.7 per cent.); 
fancy depts. (+ 1.3 per cent.). 

Decreases: Furnishing depts, (—5.7 per cent.); hard- 
ware 5.5 per cent.); sports and travel -~5.4 
per cent.); piece-goods (—1.1 per cent.). 

On a geographical basis sales increased in the South of 
England (+7.8 per cent.), the Midlands and South Wales 
(+7.5 per cent.), North East England (+-5.6 per cent.), 
Scotland (+ 5.3 per cent.), North West England (+ 5.2 per 
cent.), and in the London suburbs (+ 0.1 per cent.). London 
West End sales increased by 15.7 per cent. from February 
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to December in 1939, having decreased by 7.6 per cent. in 
the corresponding months of 1938. In December, 1939, the 
West End decline was no less than 26.9 per cent., a natural 
result of evacuation, black-out and increased taxation. 

The second table gives the Bank of England index num- 
bers of retail sales—a new series which analyses sales in 
four provincial areas as well as London and Scotland. From 
this series it appears that the setback in West End busi- 
ness has been accompanied by an improvement in the pro- 
vinces, especially in the South of England, 


BANK OF ENGLAND INDEX NUMBERS OF TOTAL RETAIL SALES 
(Average Daily Sales in 1937 = 100) 














= A Mia | London 
Yea | Seot- | North | North |iands &{| South | —aaet 
j land | East | West [S\op) | | Britain 
a Central /Suburbs' 

oa | 

_ a 94 92 93 | 91 | 93 | 98 93 93 

1937 ..0......... 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 

1938 ..... ; 105 103 102 | 104 | 104 93 103 | 102 

1939—Jan....| 103 | 97 | 100 | 97 | 96 100 98 | 98 
Feb, ... 97 95 93 98 91 | 65 98 91 
March | 100 98 96 101 | 95 | 98 96 
April.. 109 | 111 | 109 113 111 &8 109 108 
May ... 114. | 114 | 113 117 | 211 | 9) m3 | sal 
June... | 116 | 100 100 103. | 107 93 101 | 108 
July... | 107 105 109 108 | 110 101 102 | 107 
Aug... 95 | 96 95 | 100 | 110 59 838 | 94 
Sept 115 116 | 113 120 | 128 59 95 109 
Oct.... | 118 116 113 122 | 122 66 101 | 109 
Nov, 109 | 113 | 105 114 | (112 64 102 | 1038 
Dec.... | 137 | 136 137 143 | 150 95 140 136 


| 
} 








As stocks have increased a great deal more than sales, 
there has been a severe and general decline in the rate of 
stockturn in the latter part of the year, except in the South 
of England, where sales have increased sufficiently to main- 
tain it. By ordinary standards, so sharp a fall in the rate 
of stockturn would be an undesirable feature. But in the 
special circumstances it was unavoidable and will no doubt 
work itself out during the next few months. In the meantime 
it may be expected to exert an adverse effect on the profit- 
ability of retail operations. 

In the first confusion of war it was to be expected that 
the attention of the Government would be occupied with 
more urgent problems than that of retail distribution. Such 
attention as there has been was concerned with the negative 
tasks of restricting consumption and introducing regulat- 
ing machinery for the control of prices. Having regard to 
the capital invested, and to the personnel occupied in re- 
tailing, it is to be hoped that constructive thinking about 
its place in the war economy will soon begin 


Statistical “Appendix 





WHOLESALE PRICES OF COMMODITIES 


CEREALS AND MEAT 








Wheat Flour Barley | Oats | Maize Rice | Potatoes | Beef 

No. 2 English | London | English | English ai — ‘. Ts Argentine 

Northern | Gazette | Standard,| Gazette | Gazette _ E a a e —— — Chilled 
Manitoba | Average | Ex-Mill | Average | Average aaa — — — Hind-Qrs. 
Per Qr. | Per Cwt. |Per 280ib.; Per Cwt.| Per Cwt. Per Or. | Per Cwt.! Per Ton | Per 8 Lb.| Per 8 Lb. 

s. d. s. d. s. d. om | e411 “a0¢€ s. d. £ 8. s. 

End of 1929 ............ 55 6 9 6 40 0 8 8 7 0 31 0 12 6 3°75 5-67 5-17 
End of 1930 ............ 24 6 6 0 23 6 8 3 5 6 17 9 8 0 6-00 5-25 4-67 
End of 1931 ............ 30 9 6 1 23 9 8 3 6 8 18 6 8 7%) 10-25 4-50 3-75 
End of 1932 ............ 25 3 5 4 21 3 6 11 5 9 | 19 0 7 19] 5-75 | 4-50 3-75 
End of 1933 ............ | 23) 45] 20 8 9 3 53 | 200 | 6 0 | 5-25 | 4-42 4-08 
End of 1934 ............ | 30 3 | 410 22 3 8 9 6 9 226} 6 9 | 5-75 | 4-08 3-75 
End of 1935 _ ............ | 35 6 §10 | 279 | 8 4 510 | 18 3! 7 6 | 8-00 | 3-92 3-75 
End of 1936 ............ | 52 0 91/389; 99 72/29 | 9 6 | 9-25 | 3-92 3-67 
End of 1937 ......... | 55 9 8 5 | 349 | 13 5 8 2 | 33 3 | 8 9 | 6-75 | 5-00 4-17 
End of 1938 ............ | 27 6 4 4 | 23 6 710 | 6 0 | 306! 70 {| 5-75 | 458 | 4-92 
End of January, 1939 | 28 3 | 4 5 | 223, 710 | 6 3 | 28 0 7 I$) 5-75 4-67 4-46 
, February , | 27 9 | 4 3) 21 9 7 5 6 3 28 0 7 3! §-75 4-59 4°25 
March ,, | 26 6 1 tees ; > 6 0 27 0 7 73 8-00 4-67 | 4-21 

April i 29 0 4 6 | 21 6 7 0 6 0 28 0 8 1% 7-75 4:75 | 4-20 

May ‘ ; 29 | § 1 22 9 6 7 6 4 25 O 8 13 6-75 5:00 | 4-29 

June i 27 3 4 9 21 3 6 8 6 3 24 6 8 14 6-75 4:92 | 4-21 

July » | Be 4 6 19 6 5 7 5 10 22 6 7 104 6-75 167 | 4-42 
August , | 269 4 1 20 3 6 8 5 7 26 0 8 0 5-50 4-67 | 4°75 
September ,, 25 6 5 4 20 3 a 6S 6 6 23.9 9 6 6-00 5-67 | 5-00 
October ,, | 27 7}| 6 0 20 3 11 3 7 5 23 9 14 0 6-25 5-67 | 5-00 

: November ,, 25 103 7 2 20 6 14 4 9 § 23 9 14 6 6°25 5:33 |; 5-00 
End of 1939 ......... 30 7% 7 1 20 6 16 4 13 4 23 7h 15 0 6-37 5-33 | 5-00 
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WHOLESALE PRICES OF COMMODITIES—Continued 
CEREALS & MEAT(Cont?.) OTHER FOOD PRODUCTS 
Mutton Bacon | Tea Coffee | Cocoa Sugar 
4 | . Costa Refined 
onolic N.Z. | Indian . os B.W.L. . 
English Frozen | Danish || Auction Rica, Trini- Crystal- Grane- Canadian} Danish | Crude 
Wethers Giathene | heen Good to dad lised lated, 
. 8¢! Fine 7 London 
| | | | | 
P er 8 Lb. 'P er 8 Lb.| Per Cwt.|| Per Lb. | Per Cwt.| Per Cwt.| Per Cwt.| Per Cwt.| Per Cwt.| Per Cwt.) Per Ton 
s s. s. d.jj| d. s. d. l é dj s dj s @| s djs 4. f 
End of 1080............00 7-00 4-83 | 105 0 || 13-12 | 165 0 6 22 3; 22 9 97 0} 180 34-00 
End of 19380............... 6-83 3:92 |; 62 6]|) 14-25 | 122 6 ‘9 6 20 6 19 6) 4 76 0| 142 0} 25-50 
Bnd of 1081............00 | 5+17 2:83 | 45 0|| 10-18] 112 6| 46 O| 19 103) 20 65 0| 136 0/| 25-00 
End of 1982............... 4:83 | 2-92 | 65 0 || 7-31] 94 0] 42 0} 17 44] 18 114] 64 0 | 122 0 | 23-00 
End of 1933............... 5-33 | 3-50 | 78 0O 13-84 | 72 0 35 0; 18 9 18 113) 48 0; 101 O 17-00 
End of 1934............... 6-33 | 3-75 86 0 11-34 | 73 6| 42 0 | 18 73) 19 6 | 56 0} 122 0} 20-00 
End of 1935............... | 5-33 | 3-67 85 0 || 12-52| 60 0| 42 0} 18 14] 21 0| 63 0} 128 0} 22-50 
End of 1936............... 5-83 | 3-67 | 92 0|| 12-58] 67 0| 67 6| 17 9/ 19 5}, 71 0| 108 0| 34-50 
OES EEE 6-00 3-50 | 100 0 || 14-07| 58 6 | 52 6 | 19 43) 20 3}| 73 0| 148 O| 19-75 
End of 1988............... | 5-17 3-17 | 100 0 || 13-72} 67 6) 41 O| 18 103; 20 6}) 72 0} 144 6| 16-00 
End of January, 1939... | 5:00 | 2-83 | 100 0 13-90 | 67 6 | 30 6| 18 9| 20 63) 73 0} 138 0| 16-00 
. February . | $17 2-83 | 100 0} 13-96} 75 0} 34 0] 18 9} 20 3} 73 0} 144 0! 16-13 
March 5-67 | 2-83 | 102 0 14-29; 79 0} 33 0} 18 9| 20 63) 72 6| 135 O| 17-00 
April 6-33 2-83 | 88 0 15:06 | 78 6/| 34 0] 21 7{ 24 93] 72 6| 126 6] 17-50 
May 6:00 | 2-75 88 0|| 15-32 | 75 0 34 0 21 9); 24 6} 73 Oj; 119 6 17-37 
June 5-25 2-75 95 0] 14:10} 74 0| 35 6/ 23 14] 24 81) 71 6| 126 6| 16-50 
July 5-00 2-91 | 98 O 12-85 | 71 0| 40 6! 22 9| 23 5}} 74 6| 125 6/| 16-00 
August 4-83 2-92 100 0 13-19 | 73 O| 41 6} 22 9] 23 5}! 62 6/125 6| 16-50 
September, 6-33 3-12 100 0 sai 97 6| 43 6 26 6} 27 6! 63 Oj} 145 0} 16-50 
, October 6-33 3-12 115 0 102 6| 61 6) 37 114 3610! 68 O}| 145 0} 22-13 
November ,, ... | 6°33 3°37 | 115 0 101 0} 62 6! 37 3} 3610; 78 0} 145 Oj} 22-13 
End of 1989.............. | 6°33 3-37 | 115 0 101 0| 6 3) 37 3) 3610! 78 0! 145 0} 22-13 
The 
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TEXTILES 
Cotton Wool | Silk | Flax Hemp Jute 
| | — 
i 
| | Queens- | 
y LE nglish, | ‘ 
= Cloth— | “land, | Italian, |,. one 
a ia | | 32's | 39-inch | — | Scoured | em | Raw, we Manila rae 
| Twist Shirtings lw ashed | a fr. Milan | 
Combing) | 
| Per Lb. | Per Lb. | Per Lb. | Per Blece| Per Lb. _ Lb. | Per Lb. , Per Lb. | Per Ton; Per Ton ; Per Ton 
d. d. d. s. d. d. d. d. s. d. f£ £ £ 
End of 1929...... 9-42 14-15 13-87 13 0 23-00 | 33-00 | 31-00 18 9 58:00 35-50 27-75 
End of 1930...... 5-34 7-70 9-00 10 1h 13-50 | 22-00} 22-00 10 9 35-00 | 23-00 15-50 
End of 1931...... 5-34 7-10 9-12 9 9 13-50 22-00 23-50 ll 9 41-00 20-25 19-25 
End of 1932...... 5-10 7-15 9-00 9 2 10-00 | 19-00 23-00 9 0 55-00 18-75 14°75 
End of 1933...... 5-46 8-05 9-50 9 5 14-50 | 29-00 | 40-00 7 9 42-50 14-50 15-62 — 
End of 1934...... 7-22 9-02 10-50 9 8 13-50 | 22-00 | 24-50 6 9 78-00 14-75 16-94 
End of 1935 ...... 6-39 9-60 10-50 9 4 13-50 | 24-00 | 32-00 9 3 77°50 | 27-50 | 19-94 
End of 1936...... 7-04 10-14 11-62 9 74 17-50) 30-00 36-00 8 9 72-50 | 35-50 19-31 End 
End of 1937 ...... 4-77 8-92 11-50 9 7 16-50 24-00 30-00 8 14 66-60) 30-00 18-87 Enc 
End of 1938 ...... 5-22 7-54 9-00 8 7 11-50 | 22-50 25-00 7 74 | 74-50 | 20-00 19-38 En¢ 
End of Jan., 1939 5-07 7-32 8-75 8 7 12-00 21-00 24 0 1 7 83-00 20-00 | 21-63 En¢ 
Feb., 5:29 7-19 8-73 8 8 12-00 22-00 24 6 7 73 79-50 19-00 : 23-75 Ent 
Mar., 4-96 6-77 8-88 8 8 12-50 21-00 24 6 7 73 79-00 18-50 24-25 En¢ 
Apr., 5-14 6-43 9-00 s 9 12-50 1-00 24 0 oe 82-00 18-00 30-44 En¢ 
May, 5-50 6-52 9-19 8 10 12-00 22-00 24 6 7 Ws 84-00 18-00 | 27-50 Enc 
June 5°54 6-42 9-12 8 il 11-50 22-00 25 O 7 7 84-50 17-00 26°25 Enc 
July 5-30 6-57 9-00 8 ll 12-50 21-50 25 6 7 73 83-50 17-00 20-00 Enc 
Aug 5-49 7-09 9-38 9 0 12-50 21-50 25 6 7 7h 85-00 20-00 |} 20-58 Een 
Sept a.97 7-70 13-13 11 6 13-00 23-00 26 6 2 8 85-00 20-00 | 21°25 
Oct., 6-26 7-40 13-50 10 10 15-00 95-75 31 9 is oO 115-00 20-00 91-25 
Nov 7-60 8-52 15°50 11 6 15-50 26:00) 31 9 is 9 125-00 | 20-00 | 21-25 
End of 1939 8:78 10-37 18-25 12 8 15-50 26-00 31 9 22 0 147-50 29:00 | 21-25 
| MINERALS 
Pig Steel | Iron Tin a 
| Iron | Rails | Bars | Plates Coal Lead Tin | Copper | Spelter ~ 
| i ees —— — — — i — — — | - —_— 
| Cleve- | a aeieties —_ 
land, | siadieo| Middles- |; I.C., Ww elsh, Durham, Sheffield, | English Stan- Stan- | . 
G.M.B. | brough | brough | S. Wales Best Best Bet | Pig dard | dard G.0.B, 
No 3 5 e ~ | Ad’ty. | Gas House ° | . | 
| * 
| Per Ton! Per Ton! Per Ton ; Per Box | Per Ton |} Per Ton | Per Ton ; Per Ton | Per Ton} Per Ton; Per Ton 
s. £ £ 2. a. s. d. s. d. £ £ £ £ 
End of 1929 ...... 72-5 8-50 10-75 18 9 20 1% 16 9 21 0 23-25 178-12 | 68-00 | 19-87 
End of 1930...... | 63-5 8-50 10-75 15 6 20 0 15 3 23 0 16-25 116-50 | 46-50 13-75 
End of 1931...... | 58-5 8-50 10-00 14 6 19 6 14 73 23 0 17-00 141-18 38°53 | 14-59 
End of 1932...... 58-5 8-50 9-75 16 0 19 6 14 6 23 6 12-50 148-44 28-56 | 15-44 e 
End of 1933 ...... 58-5 8-50 9-75 16 7% 19 6 14 8 23 0 12-50 226-94 32-15 | 14-56 
End of 1934...... 63-5 8-50 9-62 18 2 19 6 14 8 22 O 2-00 228-44 28-37 12-15 
End of 1935...... 66-0 8-50 9-62 18 9 19 6 14 10 24 0 17-75 218-12 | 35-06 | 14-56 - 
End of 1936 ...... 77-0 8-50 10-50 19 9 19 6 16 6 24 0 29-62 233-25 48-53 | 19-94 
End of 1937...... 102-0 10-12 13-25 23 0 21 0 22 6 23 0 17-50 181-25 | 38-94] 14-94 
End of 1938 ...... 105-0 10-12 13-25 21 6 21 0 18 10} 23 0 17-00 216-00 44-09 | 13-96 
End of Jan. 1939 95-0 9-50 12-25 20 3 21 O 18 10} 23 «(0 16-50 214-88 42-84 | 13-65 
»  £eb., y 95-0 9-50 12-25 20 3 21 O is 6 23 O 16-25 214-63 42-34 | 13-59 -_ 
Mar., 95-0 9-50 12-25 20 3 21 O 18 4} 23 O 16°75 216-00 13-10 13-66 
Apr 95-0 9-50 12-25 ) 3 21 0 19 3h | 23 0 16°50 | 225-38 | 41-72] 13-53 fi 
May 95-0 9-50 12-25 7) 3 za. 6 19 3 23 «0 16°75 225°12 42-78 | 14-25 
Jun 95-0 9-50 12-25 20 3 21 O 19 3 23 O 16-50 229-87 42-03 | 13-91 
July 95-0 9-50 12-25 20 3 21 O 19 3 23 0 17-50 229-94 44-03 14°53 
Aug 95-0 9-50 12-25 0 83 7 CO 19 4} 23° —(«O0 18-50 229-94 45-57 | 15°07 
Sept., 95-0 9-50 12-25 20 4} 25 0 21 4} 25 0 19-25 229-75 46-00 | 15-63 
Oct 95-0 9-50 12-25 21 6 | 2 0 a Ss 25 0 19-25 | 230-0 46:00 | 15-63 
Nov., 104-0 10°15 12-25 21 6 17 64 22 6 26 0 19-25 230-0 46-00 | 15-63 
End of 1939 . 104-0 10-15 12-25 21 6 27 4 22 8 26 0 25-50 247-9 56:00 | 23-25 
* Electrolytic copper. 
Er 
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CAPITAL — Authorised - £1,000,000 Subscribed and Paid up - £600,000 
100 years of Banking Service in ENGLAND AND GREECE E: 


32 ” ” 
13 ” 


” 


> 


” 


” 


” 


EGYPT 
CYPRUS 


The British Bank for the Near East, with over 50 Branches and Sub-Offices 


HEAD OFFICE: 
MOORGATE, LONDON, E.C.2 


Principal Offices in the Near East 


ATHENS : 


ALEXANDRIA - 


NICOSIA 

















51 


COMMERCIAL HISTORY & REVIEW OF 1939 





THE ECONOMIST. 


WHOLESALE PRICES OF COMMODITIES—Continued 
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Timber Cement | Hides | Leather| Petrol Petro- Fuel Oil oa Rubber | Crystals | Creosote 















































| 
a leum 
a | er ela kl eres ete near cincaneenl daneauaings 
| iM 2 
| Sg} oe Market,}| Sole . Inlaid | ,:. 
Ca 3 * P ae i Best Bends ae Paraffin | Furnace en — Soda | London 
ce | fo = “| Ox |8/14Lb.| 7 |Bx. Inst. 
5) | | 
WY } 
a ' Pe Per Per Per Per Per Per Per Per Per Per Per 
C. Ft.| St. Ton Lb. Lb. Gal. Gal. Ton Ton Lb. Ton Gal. 
BRB ai £ s. d. d. d. d. d. a. d. £ d. £ d. 
End of 1929......... 7 0} 19-00; 47 O 6-31 21 173 12 67 6| 45-00 8-06 5-12 4°25 
End of 1930......... 7 0. 18-00) 47 O 5-81 22 153 114 | 67 6j| 22-50 4-25 5-12 3°75 
End of 1931......... 6 6 16-00) 43 0 | 5-12 22 154 94 60 0} 14:62 | 3-3 5-12 4-00 
End of 1932......... 6 6/ 15-00; 43 O 4-12 15 184 9} | 60 0} 17-25 2-42 5-12 3-50 
End of 1933......... 6 0/| 18-00) 43 0} 4-87 | 18 my C 9 80 0 18-25 | 4-25 5-12 3-75 
End of 1934......... 6 6. 18-00! 40 0O 4-56 143 16 93 80 0 19-25 6-40 5-12 4-12 
End of 1935......... 6 6) 17-00) 39 O 5.37 22 17 9 | 80 0 27-75 | 6-50 5°12 5:87 
End of 1986........ | 6 0 20-00!) 39 0 | 6-00 213 17 8} 80 0); 28-00 | 10-75 5-12 5°81 
End of 1937......... 6 0 | 23-00) 42 0 5-43 20 18 10} 92 4] 27-87} 6-94 5-12 5-94 
End of 1938......... 6 0| 20-25) 42 0} 4-75 18} 18 10 92 4 22-25 | 8-18 5-35 4-37 
End of Jan., 1939 6 0| 19-25) 42 O 4°75 19 18 10 92 4 23-88 8-00 5°37 3°88 
keb. ; 6 O |} 19-25 i2 O 4°75 19 18 | 10 92 4 23°63 | 8-31 5-37 3-88 
Mar. : 6 0] 19-25) 42 O 4°75 19 18 10 92 4 24-00 8-00 5°37 3-63 
Apr. 6 0| 19-75} 42 Oj} 5-00 19 18 10 92 4) 24:38 | 7:94 | 5-37 3°50 
May ; 6 0] 21-00) 42 O 5-94 19 18 10 92 4 25:00 | 8-31 | 5-37 3-62 
5 June ; 6 0 | 21-25) 41 O]| 5-94 19 18 10 92 4/| 24-50 | 8-25 | 5-37 3-62 
- July 6 0 | 21-25) 41 0} 6-38 20 18 10 92 4| 24:00! 8-44 | 5-37 3-63 
Aug 6 0 | 23:50 41 0) 6-00 20 18 10 92 4 | 29-75) 8-75 5-37 3-63 
a Sept. 8 61] 25°13} 41 O 6-00 23 18* 10 92 4 29-63 9-37 5°37 3°75 
Oct 8 6] 25-13) 43 0 6-00 26 20 12 123 0 36-00 | 11-25 5°37 $-63 
r , Nov 8 6 | 25-13; 43 0 7:69 oF 214 12 123 O 36-00 | 11-19 5°37 4-388 
End of 1939 8 6) 25-13) 45 O 7:69 27 22 13 133 0 36°50 | 11-63 5 +37 5-63 
‘Pool”’ spirit from September onwards. 
a 
THE ECONOMIST INDEX NUMBER 
) 
i — ee os — | i i ie — 
5 1927 = 100 1913 = 100 
» 
{ Cereals Other | Tex- | Mine- | Miscel- Com- || ; Cereals Other | Tex- | Mine- | Miscel- Com- 
; Date and Foods | tiles rals |laneous plete | Date and Foods | tiles rals_ | laneous plete 
: Meat P , = ae ” | Index || Meat , , Index 
oa | | | | | 
; Average 1929 96°9 | 85°8 | 92:2) 95°6 | 90-5 92+4 || Average 1929 | 135-6 | 136-8 | 141-9 | 116-2 | 112-7 | 127+2 
) » 1930) 81:0 77:2 | 64-4 S3°6 81-6 | 77°6 || i“ 1930 | 113-4 | 122-9 | 99-1 | 101-6 101-5 | 106-8 
| 1931) 68-7 65:3 | 50-0 | 73-1 G8*4 | G4-9 || + 1931| 96-1 | 104-1 77-0 88-9 | 85-3 89-3 
; 1932| 68:2} 62:5 | 49-2] 72:9| 61:9| 62-6 | 1932| 95-4, 99-6| 75-7 | 88-6| 77-1] 86-1 
7 1933| 64:4 | 58-7 | 50-9] 77-2) 65-6) 63-1 1933| 90-1 | 93-5 | 77-6 | 93-9} 81-7] 86-8 
; 1934} 69-1 59:0 | 54-1 i7-0 68°9 | 65°6 ] 1934) 96-7 94:0 | 83:2 | 93-6 | 85°7 90°38 
3 1935} 69-9 60°6 57°0 79-8 74-8 | 68°6 | ‘i 1935 97-8 96°5 | 87°8 97-1 | 93-1 94°3 
3 1936 76°9 61-1 61°8 S4°6 78-2 12°8 - 1936 | 107-5 97-3 95-2 | 102-9 97-4 | 100+1 
: 1937 90°6 67-4 67°9 | 103+7 84-0 §2°5 | ’ 1937 | 126-8 | 107-3 | 104-6 | 126-0 104-5 | 113-65 
- 1938 79-8 d8+7 94°0 93-1 75°9 71-9 | ss 1938 | 111-7 | 93-65 83-2 | 113:2 | 94-4 98-9 
” 1939 73°8 65°6 8-8 95°6 80-0 74°2 a 1939 | 103-1 | 104-5 90°5 | 116-3 | 99-8 | 102+1 
1938 ] 1938 | 
» End Jan. ... 90:4 61-4 57:8 94-7 79-3 76:5 || End Jan. ... | 126-5 97-9 89-1} 115-2 | 98-7] 105-2 
op DOO. a0 88-7 60°7 57-3 94-4 78-2 75:6 || , Feb. ... | 124-2 96-7 88-2 | 114-8 | 97-4 | 104-0 
— 87-5 60-1 55-5 93-2 76-1 Tel 1 . Men | 122-4 95-8 85-5 | 113-3 94-7 | 102-0 
oe 85-5 60-2 54-0 92-0 76:5 73°3 | a MR cc | TIT | 9S 83-1 111-9 95-3 | 100-8 
ee ae 87-3 58-5 51-2 87-8 74:7 71°5 | o» May ... | 122-1 | 93-2 78:9 106-7 | 93-0 98-4 
— | ve 86°5 57°6 51°5 91-2 75:2 219 Tl oe JORG. | 121-0 91-8 79-3 | 110-9 | 93-6 98-9 
ae. ee 82-9 57°5 53-5 93-1 75-2 72-0 | » July... | 116-0 | 91-6 82-4 | 113-2 93-6 99-1 
— we 76-7 57°5 53-3 91-8 74:5 70:4 || , Aug. ... 107-4 | 91-6 82-1 111-6 | 92-7 96-8 
— 72:4 58-1 53-9 94-0 75°3 70-2 | oo wept. .<: | 1OR+4 92-5 83-0 | 114-2 | 93-7 96-6 
an REE es 69-5 58-2 54:4 96-6 75-3 70-0 | oe | 97-2 92-7 83-8 | 117-5 | 93-7 96-3 
» Nov... | 65:9 | 57-6] 53-2] 94:9] 75-3] 68-6 » Nov.... | 92-2) 91-8} 81-9] 116-1] 93-7] 94-4 
eer 70:1 57°5 | §52°6 94-4 74:9 69-2 — 98-1 91-5 | 81-1 | 114-8 | 93-2 95-2 
1939 1939 
End fan. ... 69-1 57:2 53-0 91-1 74:6 68-7 || End Jan | 96-6 91-2} 81-6} 110-9 | 93-0] 94-6 
, Feb.... | 68:5 | 59-9 | 53-5] 90-7] 74-6] 68-9 || eb. ... | 95-8 95-4 | 82-4 | 110-4] 93-0] 94-9 
Mar..... 70-0 | 60-0} 53-0] 91-1 | 74-0 | 69-1 || Mar..... | 97:9 95-6 | 81-6 | 110-9 | 92-2 | 95-2 
ae 71-1 62°9 54-0 91-4 74:2 Fa yy ADE cee | 99-4 | 100-1 83-1 111-0 | 92-4 | 96-6 
May ... 70°6 62-1 54-2 92-1 76-0 70:5 || ,, May.... | 98:8 98-9 83-4 112-0 | 94-6 97-0 
June a 69-0 62-1 53°6 91-8 75:7 69-8 | ” June ww | 96-5 98-9 | 82-5 | 111-6 94-4 | 96-0 
July ... | 66-1 | 61-6 | 52-5] 93-1] 76-4] 69-2 || ,, July... | 92-4 | 98-2] 80-8] 113-1 | 95-2] 95-3 
Aug. ... 66-9 61-1 54:3 95-4 77:6 70:3 || Aug. ... 93-6 97-3 | 83-6 | 116-0 96-7 | 96-5 
Sept.... 75°9 66-8 62-6 99-1 81-4 76-8 || ,, Sept. .. | 106-1 | 106-5 | 96-3 | 120-5 | 101-4 | 105-6 
Ce. as 80-9 78-2 | 68-1 99-9 90-5 SoS ft} ,, Oct. ... | 118°] 124-5 | 104-8 | 121-5 | 112-7 | 114-6 
Nov. .. 85-5 80-7 72:6 | 102-7 93-4 86°9 | a weer | 119-5 | 128-5 | 111-8 | 125-0 | 116-3 | 119-6 
Dec..... 90:2] 79-7 | 81-8] 111-3] 96-0] 91-7] ,, Dev 126-1 | 127-0 | 126-0 | 135-5 | 119-6 126-2 
i i } | | 


| 
| 


52 THE ECONOMIST. COMMERCIAL HISTORY & REVIEW OF 1939 



















































































[Feb. 17] Fi 
RATES OF EXCHANGE ON LONDON 
| | | 4 
; : ' | Amster- | Stock- Copen- : : 
Paris Brussels | Milan Zurich | Madrid im ation Oslo hagen Berlin | Vienna 
Francs Belgas Lire Francs Pesetas | Florins | Kronor Kronor | Kronen | Marks |Schillings 
to {1 to 41 to £1 to {1 to {1 to £1 to {1 to £1 to {1 to {1 to {1 
Par level* 124-21 35-00 92 46 25-223 25-224 ; 12 107 18 159 18-159 18-159 | 20-43 34°58} 
Highest, 1937. 1 2 50 29-65 | 95-62 21-76 105% 9-05} 19-45 19-95 22-45 12-42 27-50 
Lowest, _,, 104-874 | 28-80 | 92-56} | 21-354 | 60t 8-905 19 35 19-85 22-35 12-12 | 25-50 
Highest, 1938 180-00 29-72 95°75 | 21-81 200 - O0F 8 99 19 45 19 95 22-45 12-45 27-50 
Lowest, ,. | 147-18} 27-30 87 874 20-34 60-00} 8-53 19.35 19-85 22-35 11-53 | 25-50 
Highest, 19389 | 177-62} | 27-91 89-31} | 20-91 42-25d | 8-85 | 19-45 19-95 22-45 11-76 | 
Lowest, ,, | 174-00 22-00 | 72-00 17-50 37-50d | 7-00 16-70 17-50 19-25 10-50 
Beginning ot | 
January, 1931| 123-664 | 34-764 | 92 74 25-044 | 46-305 | 12-053 | 18-13} | 18-16 18-16} | 20-38} | 34-48} 
January, 1932) 86-374 | 24-374 | 66 62} | 17-374 | 40 18} 8-444 | 17-75 18-25 18-124 | 14°25 | 30-00 
January, 1933; 85-50 24-099 | 65-1245 | 17-34% | 40-908 8-31$ | 18-375 | 19-408 | 19°31} | 14-00 28-50 
January, 1934; 83-00 23-394 | 61-84% | 16-794 | 39-53} 8-094 | 19-40 19-90 22-40 13-71 | 29-50 
January, 1935) 74-68} 21-024 | 57-624 15-22 36-064 7-29 19-40 19-90 22-40 12-26 | 26-50 
January, 1936! 74-43} | 29-24 61-25 15-154 | 35-93} 7-25} | 19-40 19-90 22-40 12-24 26-50 
January, 1937 105-124 | 29 12} | 93 25 21-37 $ 8 964 19-40 19-90 | 22-40 12:19 | 26-50 
January, 1938) 147-284 29-464 95-00 21-614 80-00t 8-98 19-40 19:90 | 22-40 12-41 26°5 
January, 1939 176-75 27-51 88-12} 20-55 150(e) 8-524 19-40 19-90 22-40 | 11-54} ° 
February, ,, | 177-00 27-68} | 88-93} | 20-714 | 150(e) 8-695 | 19-40 | 19-90 22-40 11-66 
March, a 176-93} 27-86 89-12) 20-62 150(e) 8-82} 19-40 19-90 22-40 | 11-68 
April, » | 176-75 | 27-83 | 89-00 | 20-87 42}(d) 8-81} | 19-40 | 19-90 | 22-40 11-66} = 
May, » | 176-68} | 27-54 89-00 20-844 | 424(d) 8-77 19-40 | 19-90 | 22-40 11-66 | ~ 
June, » | 176-71$ | 27-50} | 88-06} | 20-78 | 42}(d) 8-73} | 19-40 19-90 22-40 11-67 
July, » | 176-75 27-535 | 89-00 20-77 | 42}(d) 8-82 19-40 19-90 22-40 11-66} | 
August, ,, | 176-71$ ; 27-554 | 89-00 | 20-75 | 42}(d) 8-80! 19-40 19-90 22-40 11-66} | 
September, ,, | 175-25 24-00$ | 81-00$ | 18-25 | 42}(d) 7-80¢ | 17-75 18-75 22-00¢ | Unq’t’d | 
October, ,, 176-50f 23-72} 79-00 | 17-75f | 39 (a) 7:53f | 16-80f | 17-60f 20-50 | Ungq’t’d 
November, ,, | 176-50f 24-10f | 78-50 | 17-874f| 39 (a) 7:-55f | 16-80f 17 -60f 20+75a | Unq't’d = 
December, ,, | 176-50f 44-273f| 76-50 | 17-874f| 38}(a) 7-55f 16-80/ 17-60f 20-124 | Unq’t’d | Fi 
January, 1940 176-50f 23-873 f' 78-00 17-87}f\ 38}(a) 7°53f | 16-90f | 17-70f 20-433 | Ungq’t’d | 
Or 
| | 
| Buenos | Rio de Monte Valpar- | Hong , Sa 
New York | Aines Janeiro Video aise Bombay | kong Shanghai Kobe _ | Singapore - 
| iia i ae 
Dollars | Pence to | Pence to | Pence to | Pesos to | Sterling | Sterling | Sterling | Sterling | Sterling 
to £1 Peso Milreis Peso | él to Rupee | to Dollar | to Dollar} to Yen | to Dollar ~ 
| s. d. s. <<. 2: + s&s @ s. d. 
EAI > 65 cscccsccscese 4-86%(b)) 47-62 5-899 51 40-00 : = ae - 2 03; 2 4 
Highest, 1937 __......... 5:03 | 17-13¢ 3% 2635 I3l¢t | 1 6% l 3} 1 23 1 24 2 4} 
Cd -  nepaneaen 4-87§ | 16-00c 24 2435 125+ 1 64/1 24% 1 13t| 1 13 2 4% . 
Highest, 1938 ......... 5-03% | 20-75 3% 264 | 125t 1 64 1 3% 1 2 | 1 24| 2 43 
Pc ib- «ssusbende 4-62} 17-00 24 174 | 116+ 1 5} 1 24 0o7wm%i1412 & 
Highest, 1939 ....... 4-693 20-46 | 3} 244 120 1 6) 1 3) 09 | 1 24) 2 4% 
Ri © etesase 4-02 16-40 | 2% 17; | 90 1 5H! 1 2 | O 243) 1 2 3H 
Beginning of — 
January,1931_ ......... | 4-858 | 35% 4% | 353 | 39-89 1 53} 114; 1 5 20; 2 3 
January, 1932 ......... | 3-38} 405 | 48 | Sig | 28-00 1 6y;| 1 5 | Lilg | 2 O8 2 4} 
January, 1933 ......... | 3-333 42 | 5S} | 30 | ¢ 1 6% | 1 34 1 7H#/| 1 3 2 3% 
January, 1934 ......... | 5-15 | 3598 | 448 | 358 t / 1 6m | 1 Sf 1 4y| 1 26 | 2 4% 
January, 1935 ......... | 4-948 | 278%§ | 34§ | 2048 117 1 64 | 1 8H 1 5 12 | 2 4% 
January, 1936 ......... | 4-924 | 18-25¢ | 2948 | 2248 127¢ | 1 6& | 1 38 | 1 QR 124 | 2 4% 
January, 1937 ......... 4-904 | 16-05 | 2#§ | 263§ 131-5+ 1 64 1 2%/ 1 2 1 1% 2 44 
January, 1938 ......... | 4-998 17-033 | 2 254 | 125+ 1 66 |} 13 | 1 2% 12 |} 2 4% 
January, 1939 ......... | 4-634 | 20-42 3% 19} 116+ 15%]; 13 | O 8} 13 2 34 
February, ,,_— ......-.. | 4-67 | 20-38 | 3% | I18f | 116t 1 5% | 1 2! O 8% 1 2 2 3% 
MT ee ices | 4-68} 20-334 | Sty | 18} | 116+ 1 5# | 1 2% | O 8} 1 2 2 38 
April, a eee 4-68} 20-29 | Sx | «18h «| O16 1 5% 1 28] 0 8 | 1 2 2 3% 
May, AIRED 4-68} 20-22 | 2% | 184 | 116 1 58 1 2? | O 8} | 1 2 2 3] 
June, i niataatitl 4-68 | 20-234 | 2% =| #+&I8 | 41I17t 1 5} 1 2%] 0 8 | 1 2 2 3 
July, OS atecmlee | 4-684 | 20-173 | 28 18 117+ 1 58%] 1 2] 0 6 | 12 | 2 4% 
MS | 4-68h | 20-20 | 23 18} | 117¢ | 1 58] 1 23 | O 48 | 1 2 2 4h 
September,,, ......... | 4-224 | 18-50 23t | Unq't’'d | Unq’t’'d | 1 5% | 1 3 0 4t 1 2 2 4} 
gs. absentee 4-03/ 16-80f 3ha 23 90a 1 5% 1 3 0 43 12 | 2 4 
November, ,,......... 4-03f 17-15f | 3}a 224 | 110a 1 6 ; 2 0 5} 1 24 | 2 4% 
December, ,,_.......-. 4-03 17:25f | 3a 224 110a 1 6 1 3 0 4% | 1 2m | 2 44% 
January, 1940 ......... | 4-03f 17-75f 3fa| 22 110a 1 6 1 2%! O 4%] 1 2 | 2 4% 
* Previous to September 20, 1931. § Unofficial quotations. ¢ Nominal (export rate). t Nominal. (a) Sellers. 


(6) Par, 8-23 #4 since dollar devaluation on February 1, 1934. 


(e) Madrid Rate. 


(f) Official Bank of England Rate. 


(c) Paper pesos to f from January, 1935. 


(d) Burgos Rate. 
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NEW CAPITAL : DISTRIBUTION OF ISSUES 


Old Basis New Basis 






























































DESTINATION OF NEW CAPITAL a ee ee eee ee eae 
F Year 1938 , Year 1939 | Year 1938 | Year 1939 
! 
. United British Foreigo £ £ | £ Pee 
lenna Kingdom Possessions Countries British Government Loans....... 75,900,000 | 36,850,000 | 75,900,000 | 36,800,000 
ees Government Loans .... 6,930,000 | 12,022,000 7,886,500 | 12,621,000 
Veo (Old Basis) é ‘oreign Government Loans ..... Nil Nil Nil 361,000 
a sh os s . 98.508.408 9.133.900 Brush Corporauons, Counties 
; VIL seeseeeeerserens * 502,000 US, an and Public Buards............... 24,884,700 | 12,106,000 | 27,078,100 | 12,106,000 
nillings ee 33.072.000 25,547,000 291,000 Colomal Corporation Loans...... 2,183,900 Nil 2,183,900 Nil 
8 ‘ 7 oy British Rails Nil "Nil 500 
ofl : . ; 4 . : Wetted TRAMWR YG 2.6 cccccccsceccosee Ni 7,387,500 Ni 7 ,387,¢ 
£ a . 210,240,500 29,150,800 5,389,200 Colonial Railways ........0+0..4. Nil Nil Nil Nil 
a I ciate nadiiasiiaaees 137,690,300 29,923,400 1,495,000 Foreign Railways... Nil Nil 340,100 Nil 
34-58 : ee v aa - Australasian Mines 344,600 Nil 344,600 Nil 
7. - SEP cauicdnnsucnenens 220,651,100 15,240,500 256,100 South Afncan Mines ss 6,135,900 1,808,600 9,482,300 3,457,2 
05 50 RE eS et 230 345,000 24,798,000 698.000 SE I sn cucckiceousscnciaoenens 1,144,500 1,415,900 3,076,100 4,985,600 
9°39 oa i — Exploration, Financial and In- 
07.50) SOTE - sictnnnnceneene 223,169, 100 21,130,400 6,342,500 vestment Trust ..........-.¢¢.ec. 7,898,500 866,300 | 12,005,800 | 3,465,100 
25 - 50 152,986,300 24,299,200 2,820,100 - and Distilleries 2,152,500 538,400 6,930,700 | 15,465,300 
a - 7 # erchants, Importers, etc. ...... Nil 156,200 Nil 156,200 
ie 75,600,000 15,800,000 300,000 Stores and Trading 7,920,000 495,000 | 9,410,600 5,966,600 
‘ - 2state and Land.. 123,500 Nil 329,100 87,00 
(New Basis) Rubber ............ ooh 78,700 186,500 78,700 310,200 
34 48} 448,434,000 33,881,000 11,640,000 = sspovaepmscsorenseassonenecrz 4,649,100 | 3,045,000 | 25,809,600 | 4,545,000 
- Z 4 a 4 ron, Coal, Steel and Engineering | 2,455,100 3,239,400 7,537,500 7,614,600 
387,530,600 63,417,700 7,108,300 ae a 0455, »239, 537, 614, 
30). ated Electric Light, Power, Tele- 
> ae —— a 213,745,100 53,683,400 5,695,300 graphs and [lelephones ........ 12,504,800 | 5,838,300 | 20,988,200 7,042,100 
- av < « oo POs 
9. 50 DU esenensnnieds 115,100,000 25,500,000 2,200,000 ee | | a) a 
26-50 I ic svicectsccbiiniincioasennene 80,100 191,900 80,100 352,200 
6+ 50 Gas and Water 887,300 363,500 | 4,046,400 | 4,828,100 
06 50 Hotels, Theatres and Entertain- 
O° . > an) . > isis etenitiedaiiaatitiaheieciien 2,743,900 666,600 3,169,200 666,600 
. > , , , ,169,2 9 
26-50 STO C K M A R K ET I RI j ES IN I 9 3 9 Patents and Proprietary Articles 900,000 Nil 1,200,000 16,500 
Docks, Harbours and Shipping Nil 20,100 1,155,700 135,000 
eee : Banks and Insurance ............ 965,000 Nil 965,000 Nil 
The following table is compiled from the Actuaries’ Invest- Manufacturing and Miscellaneous} 18,795,600 | 4,484,000 | 48,513,300 | 14,584,600 
ment Index :— TD divin endniitiaiintinin 180,105,600 | 91,681,200 \273, 123,700 142,829,200 
r ~ - 
,, Prices Yields (%) DAILY AVERAGE MONEY RATES 
(Dec. 31, 1928 = 100) 
Group (and Ne. of scciitsciienities —___—_____—— 
- ' , - Market . 
Securities) : Deposit - 
Dec. 30, Dec. 29, Dec. 30, Dec. 29, Years Bank Rate, ° Rate, Short 
1938 1939 1938 1939 Rate ame Banks Loans 
1 
ssc hice deinen 
| a a s d. s. d. s. d, 
Fixed Interest : | : 4 13 0 5 4 10 5 13 0 § 15 0 
= 24% Consols (1) ......s0s0e000 125-3 121-8 | 3°56 3-66 4100/43 0] 210 0] 312 6 
ae Misc. indl. deb. (14) ini 119-6 110-0 3-98 4°32 510 0 § 5§ 4 310 0 412 3 
ose. indl. pref. (26) 110-5 102:9 4°46 4:77 3 8 5 212 3 tes 29 6 
dinary :— 318 7 311 0 3 3 8 3 010 
NEN UIE: Nek sein dn vneweduesuenes 23-6 30-6 3:14 2-74 30 2 116 9 15 2 118 7 
Iron and Steel (19) ............ 54:1 51-2 7°57 7:14 200 0 13 10 010 0 015 § 
BONE ETE  sesccanscsacs jam 32-8 27-2 6°38 7-67 200 016 7 010 0 0 16 10 
eee noee 78:1 71-0 7°7% 6-66 200 011 3: 010 0 0 14 103 
; Electric supplies (13) ......... 114°3 112-6 6-15 5:70 200 0 11 10} | 010 0 015 6 
Stores and Catering (18) ... 54-0 46-0 6-22 6-89 20 0 O11 6% 010 0 015 1% 
Miscellaneous (40) ........0++. 66°7 63-8 5-76 5:75 200 912 7 010 0 015 4 
gapore 25 3 1 4 53 013 7} 122 
rling 
Dollar 
d. 
4 
4} 
4% 


af STOCKHOLMS ENSKILDA BANK 


ie AKTIEBOLAG 
3H STOCKHOLM 


3 i Established in 1856 
‘* Capital: 100,000,000 Kronor 


TELEGRAPHIC ADDRESS : HEAD OFFICE : 
NITTON-STOCKHOLM STOCKHOLM 16 
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£2,000,000 
£1,000,000 
£500,000 


Authorised Capital - 
Paid-up Capital - - 
Reserve Fund - - 


BRANCHES : 
CALCUTTA, 
COLOMBO, 
BASRA, 
KIRKUK, 


BOMBAY, 
MADRAS, 
BAGHDAD, 
MOSUL, 


KARACHI, 
SINGAPORE, 
AMARAH, 
BAHRAIN 


Conducts all descriptions of 
Banking business with the East. 


Current Accounts are opened 
and Fixed Deposits are received 
at rates of interest which may 
be ascertained on application. 


EXECUTORSHIPS and TRUSTEESHIPS 
UNDERTAKEN. 


The 


Hongkong and Shanghai 
Banking Corporation 


(Incorporated in the Colony of Hongkong. The Iability of members 
is limited to the extent and in manner prescribed by Ordinance No. 6 of 
1929 of the Colony) 


AUTHORISED CAPITAL eee 
ISSUED AND FULLY PAID UP $20,000,000 

STERLING soe .-»  £6,500,000 
ee CS HONGKONG CURRENCY _ $10,000,000 
RESERVE LIABILITY OF PROPRIETORS ... $20,000,000 


Head Office - - HONGKONG 


BOARD OF DIRECTORS: 
Hon. Mr. A. L. SHIELDS, Chairman 
H. V. WILKINSON, Deputy-Chatrman 
J. K. BOUSFIELD G. MISKIN 
A. H. COMPTON K. S. MORRISON 
Hon. Mr.S. H DODWELL Hon. Mr. T. E. PEARCE 
D. F. LANDALE Cc. C. ROBERTS 
CHIEF MANAGER - Sir VANDELEUR M. GRAYBURN 


BRANCHES : 


Amoy, Bangkok, Batavia, Bombay, Calcutta, Canton, Chefoo, 

Colombo, Dairen (Dalny), Foochow, Haiphong, Hamburg, 

Hankow, Harbin, Ipoh, Johore, Kobe, Kowloon, Kuala Lumpur, 

London, Lyons, Malacca, Manila, Moukden, Muar, New York, 

Peiping (Peking), Penang, Rangoon, Saigon, San Francisco, 

nghai, Singapore, Sourabaya, Sungei Patani, Swatow, Tientsin, 
Tokyo, Tsingtao, Yloilo, Yokohama. 


$50,000,000 


COMMITTEE IN LONDON: 
A. H. Barlow C. A. Campbell W. W.H. Hill-Wood 
Sir George Macdonogh, G.B.E., K.C.B., K.C.M.G 
MANAGERS IN LONDON: 


QO. J. Barnes E. J. Davies 
Sub-Manager : G. M. Dalgety Accountant : A. M. Knight 


9 GRACECHURCH ST., LONDON, E.C.3 


COMMERCIAL 


HISTORY & REVIEW OF 1939 


(Feb. 17 


NATIONAL DISCOUNT 


COMPANY, LIMITED  ‘“s:¢ 


1856 
(Incorporating the Business of Messrs. REEVES WHITBURN) 


35 CORNHILL, LONDON, E.C.3 


Telegraphic Address : 
‘Natpis, Stock, Lonpow."” 


Telephones : 


Mansion House 5241/3 


7631/2 


SUBSCRIBED CAPITAL - 

PAID-UP CAPITAL - - 

RESERVE FUND- -_ - 
DIRECTORS 


Sir SIGISMUND F. MENDL, K.B.E. (Chairman) 
GEORGE FRANCIS GOLDSMITH, 


£2,153,335 
£1,000,000 
£1,150,000 


Lt. - Col The Hon, 
AKERS-DOUGLAS 
RONALD L. BASSET 
Lt.-Commander The 

W. COKE 


H. S. H. GUINNESS 


Hon. LOVEL 


Sir CHARLES D. SELIGMAN 
Manager: 
R. E, de B. Bats 


Sub-Managers 
il, R. W. Brown 
W. SumPHerp 


Kegistrar 


G. H. Evprasy 


Bankers : 
Auditors 
Price, Waternouse & Co. NATIONAL Pre 


BANK OF ENGLAND 


VINCIAL Bank I 


Treasury Bills, Bank and Mercantile Bills negotiated 

Money received on Deposit at Call and Short Notice at the 
Current Market Rates of Interest, and for longer periods 
upon specially agreed terms. 

Loans granted upon approved securities. 

All communications to be addressed to the Manager. 


For many years we have been supplying special 
binders to hold three months’ issues of The Economist. 


These Binders have no wires, clips or metal con- 
trivances and each Issue can be bound up in an 
instant in such a way that It can be read as easily 
as a well-bound book. 


In response to numerous requests we are now also 
supplying a Reading Case, made on similar lines, to 
hold two issues. 


Both are bound in full cloth (blue) and lettered In gilt. 


The price of the Binder is 5s. 6d. post free (Overseas 
6s. 6d.) and of the Reading Case 4s. post free 
(Overseas 4s. 6d.). 


from 


THE ECONOMIST 


8 BOUVERIE STREET, LONDON, E.C.4 








